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The Armor-Clad 
Egg Beater... 


Ever wonder why stainless steel products, 
such as this egg beater, stay bright and new-looking 
for years and years? 

The reason is that stainless steel is protected by 
an armor of metallic oxide, which is usually so thin 
that you can’t even see it. This armor isn’t plated 
on or applied as a coating. It is always present, 
because when it is scratched or broken, it repairs 
itself within one-hundredth of a second! 

That’s why stainless steel is the favored material 
today for almost anything that demands enduring 
beauty of finish, sturdy strength and long-run 
economy. 

United States Steel has played an important part 
in the development of this “glamor boy” of the steel 
industry. And in the future, United States Steel will 
continue to produce stainless steel of high quality 
at the lowest possible cost. 

When you see the familiar U-S S Symbol on 
stainless steel, or on any other kind of steel, you 
can be sure the steel is good. 


United States Steel Corporation Subsidiaries 


UNITED STATES STEEL 
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No rule of thumb 
for today’s 
investors... 


Should I buy? Should I sell? 

They’re tough decisions to make 
anytime—but especially tough in 
these days of rapidly changing 
markets. 

There’s just no good tule of 
thumb when it comes to sound in- 
vesting. That’s when you need facts 
—soundly evaluated . . . soundly 
applied to your investment goal. 

This sounds like a complicated 
job. It is. But only up to a point 
—for you. Here at Merrill Lynch, 
we see to it that investors get the 
material they need in a form 
that’s easy to read, easy to use. 

We feel that this is perhaps our 
most important job. We’ve put a 
lot of time, effort, and money into 
it. And it works. 

So if you are an investor—large 
or small—we’d like you to come 
in and see us or write us about 
your investment problems or just 
about your investments. Our Re- 
search Department will provide 
you with a thorough review of 
your holdings—no matter what 
the size. Naturally, the more com- 
plete information you give us 
about your holdings—number of 
shares, cost, etc—the more ade- 
quate will be our analysis. It 
won’t cost you a cent. And if you 
want specific advice—you can have 
that, too, just for the asking. 

Address Department T-5 


MErRILL LYNCH, 
Pierce, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 
Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Ojvices in 94 Cities 








1, During 1947 Union Oil Company made 
the highest net profit in its history— 
$18,910,000. That’s what the books show. 
And according to accepted accounting 
practices that’s what happened. But curi- 
ously enough, Union Oil actually spent 
$675,000 more during 1947 than it took in. 





4. if 1947 costs and prices had been the 
same as 1937’s—or if we were selling out 
the business—this method of accounting 
would give us a true picture of our “prof- 
its.” But neither of these is the case. That 
piece of refining equipment had to be re- 
placed at 1947 prices. And since we plan 
to stay in business that barrel of 1937 
crude had to be replaced with a barrel of 
crude we found last year at 1947 costs. 


UNION OIL COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 189° 


2. The facts behind those figures prove 
rather dramatically that inflation affects 
acorporation just as much as it does the 
average housewife. Here’s why. Accord- 
ing to accepted accounting practices a 
corporation depreciates its equipment 
and charges off its inventories on the 
basis of what they cost when they were 
acquired. 





3. For example, if a piece of refining 
equipment cost us $1,000,000 in 1937 and 
the estimated life of that equipment was 
10 years, we set aside $100,000 a year for 
10 years. Then theoretically the money 
would be available to replace that equip- 
mentin 1947. If the crude oil in agiven well 
cost us $1 per barrel to acquire in 1937 and 
we were able to sell it for $2 in 1947, then 
theoretically we made $1 profit on each 
barrel of that oil we sold last year. 





COST OF STAYING IN BUSINESS 


EXPLORATION FOR OIL . . $10,337,000 
RESEARGN 66 roa 6 6 55. 1,761,000 
DRILLING & DEVELOPMENT 
OF PROVED FIELDS.... 16,354,000 
REPLACEMENT OF OLD 
EQUIPMENT & ADDITION 
OF NEW. cweee- 12,746,000 
SUED"! = Gises «<>. - 1,154,000 
DIVIDENDS TO STOCK- 
HOLDER-OWNERS.... . 6,537,000 
$48,889,000 





1947 


COST OF DOING BUSINESS 


RAW MATERIALS ...... $49,793,000 

WAGES & SALARIES .... 31,775,000 

TRANSPORTATION. .... 12,845,000 

AO AER aa 7,749,000 

RENT, POWER, SUPPLIES, ETC. 21,412,000 

$123,574,000 

WE PAID OUT...... $172,463,000 


WETOOKIN....... 171,788,000 


BOX SCORE FOR 1947 .. —$675,000 








5. Everyone knows that you can’t buy 
things today for what you did before the 
war. Refining equipment that cost $400 
per barrel of daily capacity pre-war cost 
$1,000 per barrel in 1947. Our cost of drill- 
ing for oil in 1947 was 134 times what it 
was pre-war. And the cost of everything 
we bought from pipe lines to service sta- 
tions was up proportionately. 


6. Since those higher costs of ‘‘staying 
in business’’ couldn’t be included in the 
sums we’d set aside for depreciation and 
reserves, we had to dip into our “profits.” 
So when we got all through, not only did 
our shareholders receive an inadequate 
return—only 3% of the year’s revenue— 
but our so- called “thigh profits’’ weren’t 
high enough by $675,000 to keep Union 
Oil Company a going concern. 


This series, sponsored by the people of Union Oil Company, is 
dedicated to a discussion of how and why American business 
functions. We hope you'll feel free to send in any suggestions 


or criticisms you have to offer. Write: The President, Union Oil 


THE MAGAZINE OF WALL STREET 


Company, Union Oil Building, Los Angeles 14, California. 
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The Trend of Events 


THE COAL STRIKE... The spectacle of the nation’s 
business again struggling on John L. Lewis’ hook 
is enlightening, though at the same time dangerous 
and disgusting. It is dangerous, highly dangerous, 
because we have less than three weeks when lack 
of coal will bring on a major industrial catastrophe 
by forcibly shutting down basic industries and fur- 
ther curtailing freight and passenger service on 
coal-burning railroads. It is disgusting in its aspects 
of intransigeance of a union leader who time and 
again has seen fit to scout public welfare and does 
not hesitate to repeat his performance at a time 
when national unity and industrial strength on our 
part is of the most vital importance in a world beset 
with disunity and aggression. It is enlightening, in 
a negative way, because a good deal of the coal 
operators’ present dilemma is of their own making. 

The soft coal operators, by yielding last year to 
Mr. Lewis’ show of force, contractually deprived 
themselves of a good many of the Taft-Hartley law 
protections for which they had lobbied so hard in 
the past. Now, paradoxically, it seems that only 
President Truman who so vigorously vetoed the 
T.-H. Law, can bail them out, provided that the 
“national emergency” procedure works against John 
L. Lewis. 

When yielding last year to the latter, the coal 
operators of course found themselves in a tight 
spot but they must realize now that yielding under 
pressure it not always the best course. By agreeing 
to the ‘“‘able and willing clause,” they virtually con- 
ceded the union’s demand for freedom from strike 
responsibility. The coal miners, we note, have de- 
clared themselves not “able and willing” to dig 


coal, and there is little that can be done about it 
under the terms of their contract. Could it be that 
the coal operators have never insisted on a careful 
definition of what this clause really meant? If so, 
Mr. Lewis has made it clear that he considers it no 
less than a blanket authorization for all strikes. 

As it now stands, the President has power under 
the Taft-Hartley’ law to direct the Department of 
Justice to ask the Federal courts for an eighty-day 
injunction, and such a step has been taken last week. 
It may be countered by legal moves on the part of 
Mr. Lewis and his union, with the probability of 
further delay. Unless an order forcing the union 
to get the miners back to work is forthcoming soon, 
there may be nothing left but for Congress to con- 
sider remedial legislation at once. It stands to reason 
that we can hardly wait until a full-fledged industrial 
crisis is upon us. 


MR McCABE ON CREDIT... Mr. Thomas B. McCabe, 
Administration nominee for the Federal Reserve 
3oard chairmanship, has placed himself on record 
as ready—if his nomination is confirmed—to review 
thoroughly the nation’s entire credit picture in the 
light of “recent events,” the latter referring to the 
requirements of the proposed re-armament program. 
Whereas until quite recently, Mr. McCabe has felt 
that no new credit controls will be necessary, in- 
ferentially at least his statements indicate that the 
changed outlook has likewise changed his views in 
this respect. 

Of interest to security holders is that he proposed, 
among other things, an intensive study of present 
margin requirements for securities trading, opining 
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that the earlier reduction from the wartime 100% 
margin rule had not produced any visible effects. 
Though he described himself as “entirely open 
minded” on the subject, one wonders which way his 
thinking goes. If anything, recent developments 
have clearly pointed up the desirability of easing 
rather than tightening margin requirements, if only 
to create the conditions necessary to the stimulation 
of a freer flow of venture capital into productive 
enterprise, the lack of which is now being painfully 
felt. Mr. McCabe’s study—if actually undertaken— 
will doubtless bring out this fact with considerable 
clarity. 

Bond holders will be interested in his statement 
that he is “thoroughly in accord” with the Board’s 
program of supporting the government bond mar- 
ket, and that he can see “nothing in the foreseeable 
future” to indicate that bonds will be allowed to go 
below par. He admitted however that there is no 
such thing as an absolute support price and that 
existing policy would have to be reviewed from time 
to time to determine the support level. 

The bond market, it will be noted in this connec- 
tion, of late has evidenced confidence in maintenance 
of the support program with the result that the rise 
in yield rates has come to a halt. With every indi- 
cation of maintenance of the present policy, the 
firmer tone recently displayed by bonds and pre- 
ferred stock is likely to continue, possibly en- 
couraging new issues that have been held up because 
of market conditions. 

Without question, the financial requirements of a 
stepped-up defense program render a thorough 
study of the entire credit picture highly desirable. 
Though known for his orthodox policies, Mr. Mc- 
Cabe upon such study may find that unusual situa- 
tions may require unorthodox treatment, particu- 
larly if we should again be faced with the need of 
deficit financing to defray outlays for defense. 


THE HIGH COST OF CORPORATE LIVING ... has 
been frequently pointed out in the pages of this 
publication. Despite record profits, the problem is 
important and one that should be well understood 
by investors, among which the question of disposi- 
tion of profits, particularly, has often aroused debate 
and disagreement. 

The annual report of Socony Vacuum Oil Com- 
pany, Inc., recently come to hand, offers an excellent 
case in point which we find interesting enough for 
editorial discussion. Price inflation has compelled 
the company to retain in its business an unusually 
large percentage (68%) of reported earnings. Prof- 
its in 1947 of $97.7 million showed an increase of 
$39.4 million over 1946, but the company’s working 
cash balance at the end of the year had declined 
$24.1 million despite retained earnings of $66.5 
million and the borrowing of $20 million of a $75 
million stand-by credit. 

What has happened? Part of the increased earn- 
ings and much of the decrease in working cash 
clearly are the results of inflation. Earnings are 
inflated because at current high prices, charges for 
depreciation and depletion are not sufficient to re- 
place assets worn out or used up. To the extent that 
such charges against earnings are inadequate, earn- 
ings as reported are overstated. According to the 


management, replacement costs at present are 50% 
to 200% higher than original cost of property and 
plant acquired in previous years. Thus while the 
company on an average charged approximately $60 
million for depreciation and depletion annually (in 
1947 the amount was $70.8 million), this average at 
today’s high prices is at least $30 million short of the 
amount required to replace the facilities for which 
these reserves are created. 

Inflation also required abnormally large working 
capital, for as prices rise, more money is needed to 
carry on operations. Socony-Vacuum’s working capi- 
tal tied up in inventories and accounts receivable at 
the year-end was $63.2 million greater than the year 
before, which contributed substantially to the de- 
cline in working cash. And just as these factors 
require more cash merely to carry on business, any 
expansion calls for proportionately larger sums than 
in the past. 

All of which makes it clear why prudent business 
men cannot dispose of earnings in an inflationary 
period in the way they do in normal times. If they 
would, they would seriously jeopardize the future 
financial health of their business. For a large part 
of the earnings paid out as dividends would merely 
represent the substitution of higher priced for lower 
priced inventory in their balance sheets; in other 
words they would be paying out phantom profits. 
They would soon find it necessary also, to obtain 
new funds to cover the increase in replacement 
costs for plant and equipment, amortized through 
normal though inadequate depreciation allowances. 

In normal times, no such problems arise but this 
doesn’t mean that they should be ignored now. Re- 
porting and evaluating illusory profits of an infla- 
tionary era on the same basis as real profits in a 
period of economic normalcy and stability is bound 
to create an entirely wrong picture, quite apart 
from promoting unjustified labor demands and di- 
verting attention from the shortage of equity capital 
that is developing. 

In the final analysis, the issue becomes one of how 
to judge determination of the amount of profits re- 
ported. Definition of true earnings is clearly called 
for, in the interest of the company no less than of 
the stockholder, and those managements which, like 
Socony-Vacuum, contribute to clarification of this 
vital issue in their annual reports perform a distinct 
service to those who hold stock in their companies. 


NATIONALIZATION IN BRITAIN .. . Despite Britain’s 
manifold and severe economic difficulties, nationali- 
zation of her basic industries proceeds apace. At 
midnight on March 31, the electricity industry has 
come under public ownership, with the Labor Gov- 
ernment paying out £355 million ($1.42 billion) in 
compensation to private and municipally owned 
electric companies. 

This latest move places three of the two national 
power sources under government control. The coal 
industry was taken over on January 1, 1947. The 
third source of power, gas, will soon follow the same 
way. 

Ironically enough, the first act of the new Elec- 
tricity Authority will be to raise electricity rates. 
Public ownership, it seems, can cope no better with 
rising costs of coal and labor than private enter- 
prise. 
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j As g See OL / By ROBERT GUISE 


BATTLE FOR DOLLARS 


hf he Ninth International Conference of 
American States which opened March 30 in Bogota, 
Colombia, has a number of lofty items on its 
agenda. These include the drawing of a charter for 
the Inter-American System, defining its nature and 
relationship to the United Nations, and generally 
overhauling the machinery of cooperation that has 
become somewhat rusty under the stress of postwar 
tension and conflicts. 

In its more practi- 
cal aspects, however, 
the Bogota confer- 
ence will also be a 
battle for dollars as 
far as the Latin 
American countries 
are concerned, and 
on our part an effort 
to reconcile such as- 
pirations with the al- 
ready heavy financial 
burden we are carry- 
ing, and to reach an 
agreement on prin- 
ciples of economic co- 
operation that will 
satisfy both, the U. S. 
as chief exporter of 
capital to Latin 
America, and the un- 
derdeveloped Latin 
American republics. 
This is no small 
order, particularly in 
view of the distinct 
deterioration of late in our relations with Latin 
America. The presence of Secretary Marshall at the 
Conference points up the importance attached by 
the U. S. at the present juncture to hemisphere 
relations, impaired as they are by our previous 
refusal to discuss a “Marshall Plan for Latin 
America.” 

Significantly, Secretary Marshall’s opening speech 
before the Conference emphasized that the European 
Recovery program must take precedence over aid 
for developing Latin America, that our tremendous 
task of carrying virtually alone the burden of assur- 
ing world recovery and world peace calls for under- 
standing and cooperation from the Latin American 
nations. But he also showed them a practical way 
of obtaining needed financial assistance, obviously 
aware of the danger that in concentrating on sav- 
ing Europe, we may lose a lot of ground in Latin 
America. 

Such assistance, he observed, must come primarily 
from private sources; but to make it possible, there 
is need for a change in “climate” for foreign invest- 
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ments. He left no doubt that private U. S. A. capital 
is readily available for Latin American develop- 
ment but that it will “naturally gravitate to the 
countries where it is accorded fair and equitable 
treatment.” In a nutshell, he stated that our Govern- 
ment cannot put up the billions required for Latin 
American development—to the danger of our own 
exhaustion—,and private investors want assurance 
that their money will 
be safe. 

Mr. Marshall’s re- 
marks doubtless 
dashed a good many 
expectancies of Latin 
American delegations 
who came to Bogota 
hoping to get one dol- 
lar for every dollar 
invested by us in Eu- 
ropean recovery. And 
obtaining Latin 
American conces- 
sions to encourage 
private U. S. funds 
to go southward may 
constitute a big prob- 
lem. Nevertheless we 
may expect a deter- 
mined drive to break 
down barriers to 
quick development of 
Pan American re- 
sources, a drive 

Page in the Louisville Courier-Journal sharpened by our in- 
creasing defense 
needs particularly in the field of strategic minerals. 

To that end we are willing to agree to limited 
financial assistance through the Export-Import 
Bank ; a request to increase its lending authority by 
$500 million to be made available for sound projects 
in American republics points in this direction. pri- 
marily, however, development needs will have to be 
obtained from private investment sources which in 
turn calls for easing of the restrictive laws which 
in the past have discouraged investment of willing 
American capital. 

It stands to reason that large-scale “Marshall 
Plan aid” to the Latin nations is out of the question 
but it should not be ignored that Latin America 
stands to benefit substantially from the ERP—not 
only through direct ERP-financed Latin exports to 
Europe but indirectly as well. The recovery of 
Europe, after all, will contribute importantly to re- 
storation of European markets for Latin American 
products. By aiding Europe we are also aiding our 
neighbors to the south. (Continued on page 50) 
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Market In Decisive Phase 


WE BELIEVE: Further rally seems likely. A new bull market may or may 


not be possible in anticipation of the economic results of a more dynamic 


foreign policy and a change of Administration. A key requirement is that 


actual war be avoided. The change for the better in at least the medium-term 
economic outlook justifies selective buying, in moderation, on market dips. . 


By A. T. MILLER 


<.. our analysis a fortnight ago the view was 
expressed, on the basis of what was then quite limited 
technical evidence, that the downside risk had been 
substantially reduced for the foreseeable future, and 
that an upswing of intermediate scope, as distinct 
from a minor rally, appeared probable. The evidence 
has, of course, become conclusive in the meanwhile. 
On the high of this swing, up to the present writing, 
the Dow industrial average had risen 12.22 points 
from its March 16 low. This put it moderately above 
the half-way mark in the 24-point trading range 
which the average has maintained since October, 
1946, or for over 18 months. It left the average 
roughly 10 points under its recovery high of last 
July. : 

The rail average, as noted repeatedly in these 
articles, has shown superior action for a good many 
months. It has held much above its bear-market low 
of last May on all sell-offs; and worked back readily 


either to the vicinity of previous highs or to new 
recovery highs in the rally phases. Thus, last Jan- 
uary 2 this average, at 53.85, topped the July, 1947, 
recovery high by over 2 points, and in the final ses- 
sion last week it bettered the January 2 high by 
a fraction. 


Some Encouraging Indications 


There are a number of encouraging technical in- 
dications. One is the vigor of the rebound by our 
index of 100 low-priced stocks, showing a greater 
willingness of idle money to take speculative risks 
than in some time. Another is the tendency of trad- 
ing volume to expand in sessions of price rise, and 
to contract on the day-to-day corrective dips. An- 
other is markedly better demand for stocks in some 
of the groups which had long been most greatly 
depressed or out of investment favor, such as motion 
picture and retail stocks. Another is 
the vigorous resumption of the indi- 
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vidual bull market, now a fairly old 

one, in the oil stocks. 
ae On the other hand, taking the mar- 
. ket as a whole, proof is still to be sup- 
510 plied that this is anything more than 
300 another trading-range swing similar to 
290 the several abortive recoveries seen 
a since the break of 1946. Conclusive 
technical evidence of a_ bull-market 
270 trend cannot now be had _ except 
260 through a rise by the industrial aver- 
250 age above its high of last July, on 
good volume. The obvious disadvan- 
tage of waiting for that to buy stocks 
230 is that it would involve paying con- 
220 siderably higher price for them, with- 
210 out complete assurance that such a 
“bull signal’? would be followed by a 


240 


se0 major rise. Some have, some have not. 
sd Against this, the disadvantage of try- 
180 ing to anticipate a sustained rise by 
170 “reasoning out” the economic factors 
160 is the very considerable risk of mis- 


judgement involved, for the external 


oe influences working on the market are 
- psychological in great degree, mathe- 
— matical in relatively small degree. 

20 120 Again on the technical side, our Sup- 


port Indicator shows a _ pronounced 
strengthening in the market’s supply- 
demand picture with the lines crossing 
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to make demand dominant. 
However, it has to be em- 
phasized that neither this 
device nor any other is cap- 
able of distinguishing, in 
advance, between an inter- 
mediate recovery and a bull 
market. In its favor it can 
be said that this method 
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provided a major buy sig- | 


— 
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nal very close to the 1942 
bear-market low and a ma- 
jor sell signal in July, 1946, 
with the industrial average 
close to its bull - market 
peak; but subsequent sig- 
nals, equally emphatic, have 
been followed by interme- 
diate, rather than sustain- 
ed, advances or declines. 
Trading swings are neces- 
sarily difficult for the in- 
vestor — and for this bi- 
weekly analysis—to deal 
with. If this is one, for in- 
stance, over half of it has 
already been seen; and two 
buying spurts of two to 
three sessions each have ac- 
counted for the great bulk 
of the total rise to date. 

Throughout the long pe- 
riod since the 1946 break 
the market has been under 
the shadow of anticipated 
economic recession ‘some- 
where around the corner.” 
Recession fears took it 
down sharply in the first 
four months or so of last 
year. Those fears proved 
premature, if not ground- 
less; so the industrial av- 
erage had a 24-point recov- 
ery over a period of rough- 
ly 10 weeks to last July. 
Around that high, and all subsequent rally highs to 
date, stocks have been in supply, probably mainly 
on the cautious reasoning that the recession threat 
had not been ended but merely deferred. 

During the first 10 weeks of this year the indus- 
trial average fell about 16 points to a level only a 
little over 2 points above the old bear-market low, 
again on business recession fears. Those fears were 
not without foundation, for there was increasing 
evidence, as noted in these articles, suggestive of 
approaching deterioration in the economy. The sud- 
den change for the better in the market, and in 
general sentiment, has coincided with announcement 
of the boosted armament program. The question is 
whether this is another respite from recession fears, 
or something more basically bullish. 
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The Changed Monetary Situation 


The President estimates that only $1.7 billion of 
the $3 billion requested increase in national defense 
outlay will be spent during the next fiscal year. 
However, allowing also for the tax cut and for the 
increase in foreign outlay involved in ERP, the 
Treasury’s cash surplus, estimated at near $9 bil- 
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lion for the current fiscal year would be reduced 
about $7.5 billion in the next year on the basis of 
present national income projections. The monetary 
effect, as far as it goes, is certainly stimulative. 

However, it seems to us that the possible case for 
a bull market does not lie in these figures or any 
others now available. It may lie in the idea that the 
United States will “go the limit’? to counter-balance 
Russian power and influence; that what has been 
planned is just a starter; that most of this long- 
range effort will be handled by a Republican Ad- 
ministration to be elected next November; and that 
from a practical market viewpoint the constructive 
implications of our world effort may outweigh its 
other aspects. This idea might grow, if the Russians 
do not cast the die for war this year; and they 
show no evidence of wanting to. 

We believe the possibilities are promising enough 
to justify some buying, preferably on minor set- 
backs and carefully selective including the potential 
market leaders listed in our January 17 issue. A 
number of other suitable stocks had been cited on 
other pages of The Magazine in this and recent pre- 
vious issues. We do not suggest “all-out” utilization 
of reserves. (Continued on page 50) 
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year but a downtrend was widely expected 
to develop). Then heavy exports, an- 
nouncement of the Marshall Plan and 
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By E. A. KRAUSS 


Y t is becoming apparent that the prospect of 
any substantial degree of deflation and recession in 
conjunction with an economic readjustment to a 
better stabilized peace economy is fading fast. While 
a deflationary-recessionary trend has been slowly in 
the making for some time, chances now are that it 
won’t get far. 

In a recent survey of the business outlook, we 
have found varied evidences of a softening of the 
overall business structure; while widely scattered 
and offset in part by elements of strength eleswhere, 
these plainly pointed to a progressive readajustment 
that could hardly run its course without some reces- 
sion. The softening that has occurred may continue 
to make itself felt. In an increasing number of lines, 
production has caught up with demand, supply lines 
have been filled, consumer resistance to prices has 


been mounting, and there are even scattered signs . 


of overproduction. In short, deflation started to 
show here and there, clearly indicating a period of 
intensified competition and lowering of prices. 

But it looks as if real deflation may again be post- 
poned. This is what happened a year ago. Business 
at that time was uneasy and readjustment appeared 
close at hand. Production declined 7.5% between 
April and July (no decline has occurred so far this 


—AS BOOM LEVELS OFF = 


smaller grain crops combined to give the 
economy another inflationary push. 

Something akin to that is happening 
again. This time, stepped-up Government 
spending plus other “shots in the arm” 
will be a strong sustaining factor to busi- 
ness in the period ahead. Deflation and 
recession is likely to wane before it has a 
chance to take hold. For once the new 
Government dollars begin to flow, there 
can be no real slow-down in business activ- 
ity. Federal spending as currently envi- 
saged will inject sufficient funds into the 
business and income stream to give the en- 
tire economy a strong underpinning that 
will more than counterbalance any weak 
spots in lines where the former battle of 
production has been superseded by the 
battle of competition. Even these spots in 
time may disappear, depending on the 
further course of events. 


The New Props 


Here are some of the powerful props 
that should help sustain good business. 
One is the proposed spending of $6.2 bil- 
lion for foreign aid, including $5.3 billion 
for European Recovery. It will strongly 
revive our lagging exports and create new 
demand for the output of our factories 
and farms. Then there are the new defense 
and rearmament expenditures, to be in- 
creased some $3 billion above their present 
peacetime record level of $11 billion, with 
a total of at least $14 billion likely though 
actual outlays by the end of the 1949 fiscal 
year may be running as high as $20 
billion a year. All this implies good sized 
orders for industry. 

Then there is the coming tax cut of 
$4.8 billion, a doubtful factor a few weeks ago but 
now overwhelmingly voted by Congress over the pres- 
idential veto. Tax relief if it comes, will be widely dis- 
persed, benefitting wide segments of the population, 
and should markedly bolster consumer spending and 
retail trade. Most likely, the bulk of the $4.8 billion 
will find its way into trade channels. 


Other Income Boosts 


Not to be ignored are higher wage payments 
likely to accrue from “third round” wage hikes 
which in the aggregate may add many more billions 
to the nation’s income. Additionally, there will be 
further sizable disbursements of state bonus pay- 
ments to veterans, most of them coming in time to 
give 1948 business a good boost. So far, individual 
states have voted to pay out about $1.5 billion, about 
half of which has already been disbursed. The rest 
will reach veterans this year, and another $750 mil- 
lion may follow next year by states that will vote 
on bonus payments this November. 

In summary, then, apart from an already heavy 
Government budget, new outlays including foreign 
aid, rearmament and tax cuts alone will come at 
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least to some $14 billion, though the 
total may well run higher—depending 
on actual defense expenditures in the 
course of the year. While amounting to 
744% of last year’s record breaking 
total national income, it does not include 
any other Government outlays (the 
total federal budget for fiscal 1949 now 
promises to run above $40 billion). Nor 
does it include any increment to per- 
sonal incomes arising from wage in- 
creases now in the process of nego- 
tiation. 

Injection of so much new purchasing 
power is bound to have its effect. At the 
very least it should halt if not reyerse 
the recessionary tendencies now in the 
making. After all, our civilian economy 
is still operating very close to capacity. 
While civilian buying of many products 
has been on the wane, chiefly because of 
high prices, the new spending should 
— business and profits on an even 
<eel. 

Nevertheless, the deflationary forces 
currently in evidence may continue to 
operate for a while, until the new 
spending takes hold. But any prospective slowing in 
business—if one results at all—should be relatively 
mild and subject to early reversal. Prices, instead 
of weakening, will probably exhibit firming ten- 
dencies. Living costs will hardly go down much. 
Employment will continue high, and income pay- 
ments to individuals should go on rising. In other 
words, instead of leveling off, the boom eventually 
will be fed further by rearmament, by billions of aid 
to foreign countries, by tax cuts and wage increases. 
Injection of the new funds is likely to absorb the 
production that has been meeting increasingly lag- 
ging civilian demand, and bolster a shaky price 
structure which civilian demand has found unsup- 
portable in the long run. 


The Other Side of the Picture 
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Much of the new defense spending will go for Aircraft Production 


form of higher prices, price resistance experienced 
this spring can hardly moderate under prospective 
conditions, for wage increases will be far from uni- 
formly distr ibuted among the populatiom. 

For this reason, management is unrelenting in its 
efforts to stem any new inflationary tide. It is resist- 
ing wage demands that cannot be justified economi- 
cally, and it is using very available means to in- 
crease efficiency of production and distribution. It 
is seeking lower prices, not higher prices, for it is 
well aware that lasting or stable prosperity is de- 
pendent on dollars that will buy more and employ 
more. 

Still for a time, buying power newly created by 
the aforesaid Government expenditures should be a 
strongly sustaining factor in the outlook. As it 
begins to take effect, the position of the seller will 





There is of course another side to this 
picture that tends to dim its bright aspects. 
Some day, the new props may be knocked 
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aside! Essentially they act as “shots in the 
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arm,” hence are of no permanent value. 

Ond once their effect wears off, the day of 

reckoning will be at hand. 45 
Tax cuts are not likely to be continued; 4o 


we may in fact face higher taxes after an 
all too brief interval of lower rates. Arma- 
ment spending, on the other hand, threat- 
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ens to be of far greater permanence and if 30 
so has distinctly inflationary connotations 
that in themselves bear the seed of ultimate 
deflationary reaction that some day could 
hit us hard. Even less permanently con- 
structive is the added purchasing power 
through higher wages, for the latter may 
result in the pricing of more goods out of 
the mass market. Or else, if absorbed by 
industry and not offset by greater worker 
productivity, they may carry break-even 
points to levels that may affect earnings and 





may make any unsold production more and 
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more hazardous. At any rate, if passed on in 
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again be strengthened under the joint impact of in- 
creased material orders for production, for stock 
piling, for consumption, whereas only a short while 
ago, the buyer was slowly beginning to regain his 
traditional position as top man. In this connection, 
one might even assume—with a good deal of assur- 
ance—that business recation to the new outlook may 
bring results even quicker than the actual spending 
itself, for business planning will anticipate the ef- 
fects rather than wait until it gets actually under 
way. 


Factors in Business Planning 


Such planning will take into consideration that 
the Government as a buyer of goods and services 
will take up any slack now threatened by declining 
business and consumer purchases. As a result, there 


may be some shifts in production or production em-: 


phasis, though overall industrial output bids fair to 
hold around recent peaks or better. One of the 
primary questions in the minds of business men 
naturally is: Hqw quickly will Congress act in im- 
plementing the spending programs? For implemen- 
tation still requires congressional appropriations, 
and these have a way of coming slowly unless, im- 
pressed by the urgency of the matter, the legislators 
act swiftly. 

Barring unforeseen changes in the international 
situation, the more immediate scope of defense 
spending has been fairly well circumscribed by 
recent authoritative statements and proposals; thus 
for the time being, business and industry have a 
fairly good -idea of what to expect. Longer range 
possibilities of course are another matter though 
constantly lurking in the background of general 
thinking. But pending actual implementation of the 
limited program now in the process of formulation, 
there is unlikely to be any great rush in extending 
forward commitments; neither will there be any 
further inclination of shortening commitments. This 
alone will give business a “firmer tone.” 

Moreover, business should derive a good deal of 
comfort from the fact that the scale of spending 
thus far envisaged will hardly require forced con- 


version of civilian production to military lines. As 
opined before, the most that might be indicated are 
voluntary shifts due to continued existence of “soft 
spots,” the result either of overproduction or con- 
sumer resistance to high prices. From an overall 
standpoint, such continuance may be of little signifi- 
cance if one considers the magnitude of the economic 
impulse due to Government spending: Federal out- 
lays in the next fiscal year will reach a minimum of 
$41 billion, may run as high as $44 billion, figures 
close to 20% of last year’s entire gross national 
product. What’s more, Government spending on 
such or a similar scale may continue for quite a 
while, considering the exigencies of the interna- 
tional picture. 

The “day of reckoning’ we mentioned before may 
not be close at all; under today’s conditions it can- 
not be said that it is in sight though there is no 
denying that some day it will come. For our economy 
cannot coast indefinitely, and safely, on skids 
greased by defense outlays, abnormal exports and, 
as seemingly for at least a little while, lower taxes. 


Tax Realities 


Once the political considerations that now seem to 
pave the way for lower taxes, no longer exist, reali- 
ties will again take hold in tax policy, and realities 
ultimately point to higher, not lower taxes, at least 
in the event of a return to deficit spending. Calcu- 
lated to benefit every group of taxpayers, the tax 
reductions voted by Congress by large majorities 
will do much to sustain consumer buying which has 
shown definite signs of lagging. Surveys indicate 
that about half the families of the nation have been 
living beyond their means, drawing upon savings to 
balance their budgets. Obviously, this cannot last 
very long. Either they must earn more (after taxes) 
or spend less. 

If it was possible for such a condition to arise 
amidst boom conditions and full employment, what 
will happen if “shots in the arm” taxwise are no 
longer feasible? It is a question worth pondering, 
particularly if one agrees that inflationary pressures 
will increase rather than lessen in the period ahead. 

For the time being, there is every indica- 
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tion that the new props placed under busi- 
ness may make the 1948 business pattern 
conform closely to last year’s. This means 
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a renewed strengthening of the boom after 
at most a mild and shortlived letdown until 
the new spending takes hold. Quite possibly, 
anticipation of the latter may even eliminate 
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the possibility of the former. 
Prolongation of the coal strike, though, 








may shatter such hopes. While so far it has 








IN BILLIONS OF DOLLARS 


not had any marked effect on business ac- 
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tivity as a whole, it must be recognized that 
no clear prospect of early settlement has ap- 
peared and that unless a settlement is reach- 
ed fairly soon, it will be only a question of 
time before basic industries will be seriously 
affected. As usual, the branches of business 
that are threatened with early curtailment 


set include railways and the steel industry, in 


both of which uninterrupted operations are 
indispensable to the maintenance of indus- 
try and trade at high levels. Interruption 
would have quickly widening repercussions, 
which might deepen an otherwise extremely 














mild letdown in general activity. 
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Two -Way SG, Gueeze 


in Third-Round 
Wage Battle 





By P. T. SHELDRICK 


*} he question of what’s ahead—deflation as 
seemingly signaled by the recent commodity price 
slump or further inflation as obviously implied if 
third round wage demands meet general acceptance 
—today is no nearer a solution than a few months 
ago when surrounding conditions appeared a good 
deal less confusing than today. What adds to the 
complexity of the situation is not only the injection 
of new foreign policy implications, potentially enor- 
mously far-reaching though as yet indeterminable, 
but also evidence of greatly stiffening resistance to 
the new wage demands as an era of intensified com- 
petition is clearly looming in many fields of busi- 
ness and industry. 

Wage increases are definitely under way and they 
are inflationary to the extent that they can be 
passed on without curtailment of sales, production 
and employment. If they cannot be passed on in the 
form of higher prices, they will be deflationary, for 
they will tend to restrict sales and employment. 
What’s actually going on is a two-way squeeze. The 
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consumer is pressing the pro- 
ducer by resisting price increases 
and as a direct result, the pro- 
ducer puts the squeeze on labor 
by resisting wage demands. 


A Different Problem A 


In itself this is nothing new; 
but while it happened before, the 
pressure today is far heavier, the 
problem far more crucial. Con- 
sumers have come to expect low- 
er, not higher prices, and this 
heightens industry’s reluctance 
to raise selling prices which it 
knows could be done only at the 
expense of sales volume. And de- 
clining sales can quickly become 
a threat to earnings in view of 
present-day high break - even 
points. Industry is well aware 
that the time is gone when wage 
boosts can readily be passed along 
to the consuming public; it is, 
moreover, confident that it has 
public support in opposing uneco- 
nomic and unjustified demands by 
labor. In short, a different eco- 
nomic climate prevails, one in 
which wage demands, third 
round, appear definitely un- 
timely. While increases have 
already been negotiated in 
some minor industries, boosts 
in key industries will not come 
as easy as in the past, nor will 
they be as large as organized 
labor demands. 

To boot, negotiations may be 
embarrassed no end by the 
coal miners’ strike. Should the 
coal strike be prolonged, the 
steel workers who begin ne- 
gotiations early in April, can 
expect a further hardening of 
the steel industry’s already 
tough attitude. For without 
coal, steel mills would be forced 
to curtail sharply or shut down 
and in such event, there will be far less urgency 
for settling with steel labor. And without steel, 
operations of the automobile and electrical indus- 
tries are bound to suffer, something that will hardly 
aid the wage aspirations of automobile and elec- 
trical workers. Thus by the grace of John L. Lewis, 
a third squeeze may be added to the situation. 


Recent Developments 


Here is how the “third round” has been develop- 
ing so far. Wage increases have been negotiated 
rather quietly, usually amounting to five to 15 cents 
an hour and covering a wide range of industries 
or individual concerns. These boosts, generally, were 
considerably smaller ‘than during the first two 
“rounds,” and indications are that the “third round” 
average may be nearer ten cents an hour than the 
15 cents granted a year ago and the 18 cents in- 
crease of 1946. 

In key industries, particularly, a period of hard 
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bargaining lies ahead and strike threats are un- 
doubtedly increasing somewhat. Indicative of em- 
ployer resistance is the attitude of the meat packers 
who refused to budge from a nine cent an hour offer 
(against a 19c demand) with a strike resulting. 
Management-labor friction in the coal industry, 
precipitating the coal strike, is in a class by itself, 
highlighted by Mr. Lewis’ shift from emphasis on 
wage rates to outright paternalism. Doubtless, 
though, it is indicative of a trend that in the future 
may crystallize elsewhere. 


Who Will Set the Pattern? 


Usually in the past, the steel industry set the 
pattern for wage increases but this year the situa- 
tion' is different. The steel union contract runs to 
April 30, 1949, and contains a rigid non-strike 
clause, thus steel workers cannot strike if they 
abide by their contracts. Still through their union, 
they have made demands for “substantial’’ pay rises, 
rejecting management suggestions to forego them 
so as to prevent another wage-price spiral. 

Steel wage talks are to begin shortly but mindful 
of the outcry against the February price increases 
in certain semi-finished steel products, steel man- 
agements can be expected to resist strongly any 
wage hikes that will force steel price up. Should a 
deadlock result, there may be no steel strike but 
unofficial slow-downs in steel mills cannot be ruled 
out. Ultimately, it would seem, the steel workers 
may have to scale their demands to the pattern set 
by other major industries, since the steel industry 
this year is not in a position to force a national 
wage rise pattern. 

Any wage pattern which emerges this year is 
likely to originate with the automobile and elec- 
trical industries whose contracts expire within the 
next month or two. Here, too, it will be hard sled- 
ding for the unions. 

The view in the automobile industry is that any 
sharp rise in wage rates will necessitate an increase 
in automobile prices, and in view of the already 
high prices and the competitive battle shaping up 
among auto producers, managements feel that this 
is no time to increase wages and prices again. 
While they consider the industry outlook as quite 
good this year, they have nevertheless been im- 


pressed with the recent slump in commodity prices, 
the widespread signs of consumer resistance, and 
competitive developments in other industries, all of 
which—if becoming pronounced enough—may well 
in the end make for a fairly rapid depletion of auto 
industry backlogs. As it is, the industry may be 
willing to settle for about 10 cents an hour, but not 
much more. And mindful of the income loss arising 
from earlier prolonged strikes, auto workers may 
be willing to compromise. A hard bargain at any 
rate is indicated. 

Resistance might be even more determined in the 
electrical industry where vigorous price competi- 
tion in the appliance field has already arrived. Any 
wage increase therefore is likely to come directly 
out of corporate earnings, since it will hardly be 
feasible to pass the rise on to the consumer. Thus 
General Electric, largest in the field, has flatly 
come out against any wage boost for its 100,000 
unionized workers, stating that they felt any wage 
rise now would increase inflationary pressures and 
undermine the company’s ability to maintain price 
cuts instituted some months ago. 


Another Viewpoint 


While Westinghouse, second largest electrical 
manufacturer, has not made public its specific atti- 
tude towards union demands, president Price re- 
cently urged wage stability as an indispensable ele- 
ment in stabilizing prices. He indicated that the 
company might be able to raise wages a few cents 
an hour without altering price schedules but any 
such concession will likely be considerably below 
union demands, belived to be 30 cents an hour. 
No such increase appears at all possible. Even a 
sizable part of such a boost would definitely mean 
higher prices, in turn arousing greater consumer 
resistance in a field where demand and supply is 
already fairly well in balance and where distribu- 
tions costs are mounting rapidly. 

Somewhat similar is the situation in the tire and 
rubber industry. The industry has caught up with 
deferred demand and returned to normal competi- 
tive business with mounting price competition in- 
dicated. In the circumstances, any cost-raising wage 
increases may be difficult to obtain, and it remains 
to be seen to what extent the industry is able or 

willing to absorb even moderate 
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wage rises. Clearly, to compensate 
for’them by raising selling prices 
would be an undesirable course 
since it almost certainly would in- 
tensify the volume decline expect- 
ed this year. To absorb them would 
pinch the already narrowing profit 
margins in the industry. In case of 
a deadlock, the situation may hold 
a definite strike threat unless la- 
bor demands are scaled down ma- 
wun terially. 


100 Others to Follow 
Any pattern emerging from set- 


eof; tlement of wage demands in the 
ones key industries is likely to be fol- 
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on keeping wage boosts to a minimum. They 
believe that the recent drop in the cost of 
living coupled with prospects of a cut in 
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income taxes should make unions willing 
to settle for smaller increases than last 
year. Not long ago, before the commodity 
price drop, leading manufacturers were 
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prepared to settle for 10 cents to 15 cents 6.0 
hourly increases, but lower commodity 
prices and signs of increasing consumer 
resistance have had a sobering effect. Cor- 5.0 
porate purse strings are being tightened 


not only because of narrowing profit mar- 4.0 4 


gins and the prospect of declining sales, 
should selling prices be forced higher, but 
because of business uncertainty generally. 3.0 


Conditions May Change 


This attitude might be subject to revi- 
sion, should the proposed preparedness pro- 
gram bring about a change in basic condi- 
tions and outlook, placing renewed empha- 
sis on uninterrupted production as well as 
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bringing to a halt the deflationary trends 








which until recently appeared to be getting 
under way. But even then, in many fields 
not directly affected by the preparedness program, 
resistance to big wage rises are bound to continue. 
One complicating factor, however, would be the 
renewed strain on manpower resources that inevi- 
tably would strenghten the hands of the unions. If 
so, revival of a rising trend would be definitely in 
the cards. Wage increases in 1946, and again in 
1947, contributed strongly to the upthrust of prices 
since the war’s end. There is little reason to doubt 
that another general boost would have a similar 
effect. 

For the time being, strike threats—while existing 
—are not very serious. Even under currently exist- 
ing conditions, another strike wave in major indus- 
tries is hardly indicated, though actual prospects 
may depend on the business outlook when wage 
discussions reach their climax, that is in the next 
two or three months. True, some firms if not entire 
industries—especially those where demand-supply 
balance has been achieved or where over-supply al- 
ready exists—may prefer strikes to granting pay 
rises that will increase prices in the face of declin- 
ing sales volume. The electrical appliance and the 
rubber industry are in this category. 


Where Peaceful Settlements Anticipated 


But in steel, automobile, the railroad and some 
other major industries, peaceful settlements are the 
greater likelihood, especially if unions moderate 
their demands, and demands, it must be noted, are 
obviously open for bargaining. One important factor 
is that genérally, there is little sentiment for walk- 
outs. For one, labor has learned that strikes do not 
pay. Not only do they result in painful income 
losses, but pay rises in the past were quickly offset 
by price rises that left no net gain in purchasing 
power. Also, unless the preparedness program 
causes a reversal, there has been a tendency toward 
easier manpower conditions in many industries. In 
the face of such a trend, labor is less likely to go 
to extremes. 

Moreover, labor’s consistent policy of demanding 


APRIL 10, 1948 


flat pay increases in cents per hour instead of per- 
centages has been causing differences in its ranks, 
with rising resentment among skilled groups which 
are increasingly opposed to methods and tactics 
adopted by union leaders. These groups dislike the 
union’s concentrated appeal to the rank-and-file 
which hurts security and incentive of skilled workers. 
Whether these schisms in labor ranks are deep 
enough to jeopardize union solidarity in the event of 
a tight strike vote remains to be seen, however. 


First Taste Under T-H Law 


With coal miners and meat packers out on strike 
as this is written, we are having our first taste of 
real labor trouble since the passage of the Taft- 
Hartley law. The manner of their settlement, espe- 
cially of the coal strike, will doubtless influence wage 
matters in other industries. As initially observed, 
a prolonged coal strike might slow not only the steel 
industry, but virtually all steel consuming industries 
to a point of unprofitable operations that will not 
be helpful to current wage demands. Stiffening man- 
agement attitudes would be an inevitable conse- 
quence even where the will to compromise exists 
today. 

Strikes, of course, where they may occur, are apt 
to force revision of earnings prospects for the in- 
dustries and companies affected. So does the ultimate 
impact of wage rises on profit margins. In steel and 
automobiles, by and large, the impact is not likely 
to be severe, as particularly in the latter, the price 
angle at present does not play such a big role in 
view of existing large order backlogs. Higher auto- 
mobile prices, if necessitated by wage boosts, may 
mean the loss of some business but hardly enough 
to affect the still excellent earnings outlook for the 
automobile companies. 

Steel profits, too, have been large enough to per- 
mit absorption of moderate pay increases, though at 
the expense of earnings of course. In the electrical 
field, the impact would be more severe, depending in 
degree on the kind of (Please turn to page 43) 
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in this respect, highlighted 
by about 200 corporations 
that carved their shares in- 
to smaller pieces. During 
1947 the number of split- 
ups dwindled to less than 
70, partly due to market 
conditions and in part be- 








cause of shrinkage in the 








ranks of seemingly eligible 








issues. Then, too, the New 








York Stock Exchange took 
steps to discourage a wave 
of split-ups by concerns 
lacking a proper back- 





BEAR MARKET 





‘ By GEORGE W. MATHIS 


ba! ime was, and so many years ago, when stock 
splits were usually associated with concerns with a 
top rank investment status and whose shares were 
priced over par. These aristocrats of the stock mar- 
ket by and large were termed “Blue Chips,” a term 
naturally suggesting values of unusual significance. 

But times have changed, and regardless of major 
swings in share prices, an-old time investor scanning 
the stock quotation sheets might be astonished to 
find that hardly a baker’s dozen of prime equities 
are selling above 100 per share, at least among those 
listed upon the New York Stock Exchange. This of 
course has been due to the broad wave of stock splits 
in recent years, rather than the general downtrend 
in prices since May, 1946. 

What has happened is that though the basic 
quality of numerous issues has developed marked 
improvement during the years, their structure has 
been divided through stock dividends or split-ups, 
with the result that the enlarged number of units 
warrant lower prices, although dividend yield po- 
tentials have remained unimpaired. Fact is that 
aside from the lower prices established by this 
process, the only change required in investor think- 
ing is an adjustment in his definition of a “Blue 
Chip.” 


High Premiums Gone 


Under current conditions there are quite as many 
of these as always, but the difference in price has 
substantially eliminated their former halo of 
high premiums. This undoubtedly has been a con- 
structive trend, if only by dispelling an idea held 
by some inexperienced investors that high prices 
were a badge of merit. As matters now stand, with 
many sound investment issues obtainable well below 
50 along with numerous speculative stocks, selec- 
tivity is placed more squarely upon a basis of 
fundamentals. 

While stock splits have been announced by man- 
agements for many years, 1946 was a record year 
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ground for such action, 








either because their shares 





prior to the split were only 








in a medium price range or 











because no plausible excuse 
other than to stir up specu- 
lative fervor existed. 

Currently the urge to ef- 
fect split-ups continues to 
express itself, although for 
the most part it is confined 
to some of the larger and 
sounder concerns in our in- 
dustrial roster and is rapidly diminishing in extent. 
Among some of these where action has been started 
or completed during 1948 are such stalwart cor- 
porations as Union Pacific, Ingersoll-Rand, Union 
Carbide & Carbon, Worthington Pump, Bigelow 
Carpet and International Harvester. 


More “Blue Chips” Are Split 


Considering the fact the we have been in a bear 
market for almost two years, it is decidely inter- 
esting to note how many conservative companies 
one by one have fallen in line with split-ups. For 
purely psychological reasons in bull markets, an- 
nouncements of split-ups have usually stimulated 
rather sharp advances in price of the shares, often 
continuing after the splits became effective. But 
stripped of passing excitement, these developments 
were utterly irrational, because shareholders had 
nothing whatever to gain by having the pie on their 
plate cut into several pieces. 

It can be taken for granted that the great ma- 
jority of managements have had far deeper motives 
in proposing split-ups, than to stir up price ripples, 
as shown by the substantial number of concerns 
that have disregarded market conditions entirely in 
fairly recent months. In times like the present, the 
prices for shares after splitting have often trended 
downward rather than up, and without arousing 
the least comment from company officials or their 
shareholders. This can be attributed to increasing 
good sense by all concerned, with emphasis upon 
the speculatively minded public. The glamour of 
stock splits appears to have reached the vanishing 
stage. 

Just why so many high ranking concerns have 
found it expedient to increase the number of their 
oustanding shares through split-ups is very interest- 
ing to examine. The exact motivation in some indi- 
vidual cases, though, has not always been clear. 
During the last few years, the shares of a good 
many family controlled corporations have been 
listed for the first time. Quite often under such 
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circumstances the stock has been split in advance, 
sometimes as liberally as ten for one. More often, 
rather closely held corporations have effected stock 
splits after listing in the hope of broadening their 
market so that if large estates had to be liquidated 
later on, it might be easier to find buyers for the 
shares at stable prices. Such practices are reason- 
able and easily understood. 


The Earnings Factor 


In view of the boom that developed after the close 
of World War II, attended by spectacular net earn- 
ings for a long list of giant concerns, it is not hard 
to see that many concerns thought it wise to lower 
reported earnings per share through the device of 
stock splits or declaration of stock dividends. These 
two methods of increasing the number of shares out- 
standing accomplish identical results, though book- 
keeping adjustments differ somewhat as to surplus 
accounts. . 

The vast majority of the public owns no stock 
at all and digests what they read in the financial 
pages of the daily papers very superficially. Where 
demagogs or easily swayed citizens in the labor 
force read that a concern, for example, has earned 
$12 per share, it is likely to stir up criticism. Fol- 
lowing a four for one split, on the other hand, the 
earnings would show as a more modest $3 per 
share. Undoubtedly such considerations as these 
have motivated a good many stock split policies. 

Fundamentally, however, the long continued trend 
towards stock split-ups reflects the sound growth 
achieved by successful enterprises in our expanding 
economy. The earning power of shares in a broad 
section of various industries has been compounded 
from period to period through the use of earnings 
retained in the business, borrowed money that en- 
abled expansion pro- 


dends and split-ups been effected from period to 
period. Shares of G. C. Murphy Co., if held without 
a split-up since 1927 would probably be quoted 
around 4000, based on their current earning power 
and dividends. We could cite many other sound 
growth companies, the price of whose shares would 
put them far beyond the reach of average investors, 
drastically restricting their marketability if steps 
had not been taken to enlarge appropriately their 
outstanding number. It should be realized that in 
all of these instances no water has been inpected 
into the capital structure through the creation of 
additional shares, but a sound adjustment of capital 
stock to realistic proportions has occurred. In some 
other cases, the process has been less logical. 


If we scan the trend of increased stock splits from 
the angles of financial potentials for companies and 
convenience for stock holders, the current situa- 
tion has interesting aspects. There can be little 
doubt that shares with a highly fancy price, or even 
moderately high one, often check the growth of a 
concern’s stockholder list. Conversely, lower quota- 
tions following a stock split tend to broaden public 
interest in the company. As an illustration of this 
latter point, after Johns-Manville split its shares, it 
rapidly gained more than 1200 new stockholders, 
indubitally attracted by the lower price. 


A Good Sign 


Under current conditions when new risk capital 
is becoming scarce and socialistic trends are becom- 
ing worrisome, the increasing availability of the 
soundest stocks at relatively low prices is a hopeful 
sign, and stock splits as much as anything deserve 
full credit. When New York Air Brake, for instance, 

(Please turn to page 47) 
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INDIANA politics will provide one of the hottest sit- 
uations in the republican party. Senator William E. 
Jenner is determined to take over, claims the GOP 
old guard has missed the boat and is in danger of 





WASHINGTON SEES: 


A hard blow soon will be delivered to the Presi- 
denfial aspirations of Harry S. Truman and Thomas 
E. Dewey, strange as it may seem that both could 
be affected by a single event. 


A New York State campaign is being nurtured 
for General Eisenhower to lead the democratic 
ticket. It is not so much that the draft leaders be- 
lieve they will succeed in winning a yes from the 
war hero as it is a plan to provide a rallying point 
for anti-Truman voters. 


Net result is very likely to turn New York State 
over to the republican ticket. Which is where Gov- 
ernor Dewey comes in. If there is any prospect of a 
close national election, New York State might well 
be the turning point, in which event nomination of 
Dewey is almost essential. If the democrats are 
tossing away that state, as they seem determined 
to do, one of the other aspirants would have the 
edge. 


The New York line-up against Truman is taking 
on formidable proportions. Leader is former Sen- 
ator James M. Mead of Buffalo, disappointed at 
not winning a Cabinet post as Postmaster General. 
It includes Mrs. Eleanor Roosevelt and her son, 
Franklin, Jr., who appear to be seeking a forum. 
And it eventually will have the aid, passive though 
it may be, of Senator Robert F. Wagner. The ailing 
senator wants to step out, but wishes to have his 
son, Robert, Jr., succeed him. And, politically wise, 
the senior Wagner realizes that association with a 
losing cause is not conducive of votes. He's not dis- 
counting the effect of a huge Wallace vote, con- 
siders that the red tinge now appearing on Henry's 
following may change eventually to a more accept- 
able liberal hue. 
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CAMPAIGN SIDELIGHTS 


K. T. 


losing the state to the democrats in November. First 
step will be Jenner’s candidacy for governor, but 
he’ll hold onto his senate seat while awaiting the 
verdict of the voters. If elected, as is probable, he’ll 
appoint his own successor in Washington. Then, the 
blue print reads, he’ll oppose Senator Homer Cape- 
hart with a nominee of his own choosing two years 
hence. Capehart is one of the heaviest contributors 
to republican campaign funds, naturally expects 
support from “topside.” He’ll get it. 


SENATOR TAFT has been convinced as a result of his 
nationwide tour that the economy program launched 
by Rep. John Taber is going too far and that there 
will be political repercussions when essential agen- 
cies are forced to come back to congress with defi- 
ciency appropriation requests. Taft has tried to halt 
the trend by leading a move to restore funds now to 
the Bureau of Labor Statistics—an operation con- 
sidered by Taber’s bloc as pure bureaucratic boon- 
doggling. BLS actually does the work of statistical 
reporting which is reflected in many reports which 
come out under other auspices—the Joint Congres- 
sional Committe on the Economic Report is one. 
Requested appropriation is only 5.4 million dollars. 


INTERNATIONAL crisis has upset the timetable of 
the house appropriations committee. That group has 
planned soon to report out money bills for the army, 
navy and the air forces but it now appears that no 
budgets will be approved until at least two months 
of watchful, and anxious, awaiting have passed. In 
the interim the preparedness program will be evalu- 
ated in its political and fiscal aspects. For those who 
view optimistically the expression of congress on 
federal tax cuts, it may be interesting to note that 
Rep. Harold Knutson plans to retire from congress 
at the end of the present term. He led the fight for 
tax reduction, but frankly doesn’t believe it will 
last more than one year. 


FOOD is moving to the forefront as a major subject 
for examination in connection with the prepared- 
ness program. Already there are signs of stockpiling 
although the Department of Agriculture professes 
inability to furnish guidance so soon. 
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Feeling exists on Capitol Hill, even among’ 
members of the President's own party, that Mr. Truman didn't 
"tell all" in his speech to the joint session on world 
affairs. He is being invited, through resolutions and in 
private conversations, to expand his story, at least take 
the foreign relations committees into his confidence. 

































Every element of his program of stopping Russia 



















President went to the Capitol. While he hit hard, he said 
little he hadn't already uttered at press conferences and 
on other occasions, say those who think more information 
should be given. And Secretary Marshall added to the ’ 
discussions by stating the President had told all that was 
safe to express at that point -- not all that could have been 
said. 

















































































































































































As has been apparent in recent happenings, Defense Secretary James V. For- 
restal is the willing whipping boy of the Administration. Linked closely to other - 
st international happenings has been the subject of 011 supply. Forrestal has been the 
ut front man for the policy of sewing up the Middle East fields for United States use. 
mI And when this country did a flipflop on Palestine, it was Forrestal who received the 
he brickbats. 
e- 
rs Once a likely nominee for the vice presidency, Forrestal has been losing 
rs ground steadily. The Palestine action telegraphed his absolute removal from the 
ts race. And there was an oddity in this development. Only a few days after the retreat 
from a policy of partition, Forrestal came out for a strengthened vice presidency, 
: asked that duties and responsibilities be added to that office to make it a real working 
D job. 
job. 
A President Roosevelt had a like view. He made Henry A. Wallace the operating 
‘It head of several emergency agencies -- in a sense built up the Iowan to status which 
to today is making it uncomfortable for Mr. Truman. Vice Presidents before Wallace were 
n- simply presiding officers. They were not asked to assume added duties, evidently had 
“A no disposition to seek them. 
= The President's speech has given rise to new worries about inflation. 
1e. Commentators point out even a temporary draft, which now seems a certainty, would 
Ss. reduce the already tight labor force, would mean fewer apprentices for industry, cause 
of a scramble for manpower. Running through the message were tones of new priorities 
as and other types of controls. 
: , 
4 Already industrial leaders are being brought here to consult on what's ahead. 
hs Price, distribution and transportation are the prime topics. So far there has been 
= no talk of wage ceilings. That is a headache the Administration would like to avoid. 
ey Now seven years older, the same crews of industrial, business and financial leaders 
on are being sought as advisers. "We're just dusting off the old list,” a Department 
at of Defense high officer told the press. 
SS 
a Kuropean Recovery Administration is getting ready to set up job, begin 
, business. Headquarters will be in the spacious State Department Building, a structure 
erected for the War Department but never occupied by that service. Estimates of 
ct personnel range between 500 and 1,000. It all depends upon how much of the work will 
d- be assumed by the Departments of Agriculture, State and Commerce, how much will be 
~ thrown into the new agency. Expectation is that the ERA will be kept as inconspicuous 
as possible, with old-line agencies dividing up the real work. 
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National Labor Relations Board is expanding in personnel, spreading out its 








headquarters. This comes in the wake of the added duties imposed by the Taft-Hartley 
Act. It is possible that NLRB will get as much money to operate next year as the entire 
Department of Labor receives from congress. That fact will have repercussions. Labor 
union headquarters are watching closely. Their spokesmen see NLRB as an employer 
organization, the Labor Department as their advocate. The supporting arguments are 
frail, but they will be carried into the election campaign. 
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employees, civilian and military, are dwindling. The Department of the Army is flatly 
opposed, and its opposition is growing with the likelihood of a greatly expanded military 
force in the next year. Voluntary recruitment for the service arms will be adversely 
affected. Not only do they face the likelihood of a static pay-check, but also they 
lose their $1,500 federal tax exemption Jan. 1, 1949. 

















Best prospects for pay boosts are those of postal employees and the very 
highest level of Washington executives. Some of the latter now receive less money 
than their lesser-titled subordinates. The Public Printer, after serving a dozen 
years as boss of the largest publishing plant in the world, handed in his resignation 
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increase in 10 years!" 


Hamilton Robinson, State Department security officer and law partner of 
John Foster Dulles, foreign policy adviser to the republican party, was ready to quit 
Washington until a congressional committee hauled him to Capitol Hill to answer 
questions about his own background. His second cousin, it developed, had once been 
suspect of leftish leanings. Robinson concluded resignation at this time might 
refelct upon him, decided to remain. 























With southern party members still belligerent, democratic national head- 
quarters is steeling itself for the reaction to the shift on Palestine partition. The 
roster of personalities and organizations supporting the partition program reads 
like the democratic committee treasurer's mailing list. The strength is concentrated 
largely in the northeastern section of the country, and.with the exception of some 
very large contributors in Texas and California, that's where the party's war chest 
almost invariably gets its support. The action amazed many of Mr. Truman's supporters 
in congress also. 























With meat packing industry employees, coal miners, and printers observing 
the advent of spring by remaining away from their jobs, Washington was hearing reports 
of other groups ready to join the big parade. CIO automobile, oil and wood workers were 
readying to lay down the tools of their trades. 


























The Chrysler Division of CIO-UAW has filed strike notice with the Federal 
Mediation and Conciliation Service, instructed its locals to proceed with a strike 
vote. Strike ballots have gone to 10,000 employees of the Sinclair Refining Company. 
To 40,000 members of the Pacific Northwest lumber industry, have gone strike ballots 
while negotiations continue under Washington surveillance. 




















In the rubber industry, an agreement has been reached at six of the Firestone 
plants for central bargaining covering all of those factories, abandoning the idea of 
bargaining at the plant level. The CIO clothing workers had won increased surgical, 
hospital and sick benefits for its 150,000 members. But "open season" for contracts 
was coming on and asking prices were running both high and into resistance. 
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By V. L. HOROTH 


Al nother international storm, more ominous 
unan any that has yet disturbed the world since the 
end of World War II, seems to be brewing. Fore- 
most international observers feel that some kind of 
showdown, a test of power between the United 
States and the Soviet Union, is inevitable. The Krem- 
lin’s sense for timing would indicate that such a 
showdown may be staged during the coming months. 
Militarily we shall still be unprepared, and the Ad- 
ministration’s grip on international problems is more 
likely to deteriorate than improve in the pre-elec- 
tion confusion. Moreover, Italy, where elections are 
to be held in less than two weeks, on April 18, of- 
ers an excellent locale for such a test of power. 

There is hardly another spot on the inflammable 
frontier between the West and “the Communist 
Commonwealth’—a newly coined name for the So- 
viet Union and her satellites—that is as susceptible 
as Italy, to civil war that could easily touch off a 
world-wide conflagration. In Czechoslovakia and 
Finland, two countries already in the Soviet sphere 
of influence, Russia’s actions seems paradoxically to 
have been dictated by fear that these two key coun- 
tries in the Eastern European buffer area would be 
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lost to her because of 
the pull of the Mar- 
shall Plan,—Czecho- 
slovakia, in view of 














yuG her strong democrat- 
ty = ic, westward orien- 
a tation; and Finland, 


in view of the strong 
+, anti- Russian senti- 
Cy ment. But in Italy, 
&e the Russians are ap- 
plying ‘‘aggressive 
defense.” They are 
reaching for a coun- 
try that has admit- 
tedly been on our 
side of “the iron cur- 
tain,” and hence is a 
new territory for 
them. 

The cold war be- 
tween the East and 
the West as Mr. Wal- 
ter Lippman has been 
trying to hammer in- 
to our consciousness 
during the past weeks, has now reached a struggle 
for strategic positions. What makes the possession 
of Italy so extremely important? The loss of the 
Italian peninsula, dividing the Mediterranean into 
two halves, would upset the present balance of power 
on the Continent by enchancing tremendously the 
strategic position of the Soviet Bloc. For once, 
Russia would then have plenty of good warm water 
ports. It could close the Eastern Mediterranean, and 
thus in case of war make our position in Turkey and 
Greece difficult to defend, almost untenable. The 
short northern route to the Middle East oil fields, 
which after all must be our principal concern, 
would be cut. 
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Serious Repercussions 


Political repercussions of a communist victory in 
Italy would be equally serious. It would spur the 
French communists into intensified subversive ac- | 
tion, thereby weakening the Western European Al- 
liance even before it is born. Moreover, many of 
those Germans who are now willing to cooperate 
with the West would probably begin to waver. In 
fact, so much is at stake in Italy, so bitter are the 
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United States Assistance to Italy 
June 1945 - December 1947 


(all figures in millions of dollars) 











1. GIFTS Amount 
UNRRA $ 408,000,000 
Lend-Lease . 134,000,000 
American Red Cross 3,000,000 
War Deartment, food for civilian ee 410,000,000 
Interim Assistance .. Phos rae 177,000,000 (a) 
Post-UNRRA . 121,000,000 

Total . $1,253,000,000 

Il. LOANS 
Export-Import Bank loan....... 2 147,000,000 
Maritime Commission, credit for the purchase 

of ships _. 42,000,000 
Office of Foreign Liquidation ‘credit for the 
purchase of surplus material 202,000,000 
Total . $ 391,000,000 
Grand Total ........ 1,644,000,000 
Ill. PROJECTED ASSISTANCE 
Additional Interim Assistance $ 19,000,000(a) 
E.R.P. ‘onthe 1948-June pnere 
Relief .. 600,000,000(b) 
120,000,000(b) 


(a) —34% of the total amount appropriated. 
(b)—Estimated. 


Source: U. S. Dept. of Commerce: Foreign Transactions of the U. S. 
Government (clearing office for foreign Transactions) and newspapers. 




















contestants, that it will be almost a miracle if civil 
war and a serious international crisis can be 
averted. 

What makes the situation in Italy so difficult of 
solution and so dangerously explosive is (1) that 
the communist and the non-communist forces, inso- 
far as one can judge, are almost equally strong, and 
(2) that both sides, the East and the West, are in 
a position to intervene. This situation did not quite 
exist in Czechsolovakia or Finland, where the West 
was unable to intervene. The situation in Italy 
resembles more that in Greece. 

In the last national elections held in June 194 , 
the communists and their left-wing socialist stooges 
led by Pietro Nenni, polled roughly about 40 per 








Italy in 1947-48: Deflationary Trend 














Yield of Money Supply Lire per 
Gov.Bonds Stock {inbillionsoflire) U.S.$t.- Cost of 
hy, Prices Deposits Free Living 
Rent 1939==100 Currency (a) Market 1938=1 
1947 
Jan... 4.06 1,096 496 584 528 36.3 
Feb... 390 1,041 504 600 532 37.2 
Mar. ....... 4.12 2,120 524 626 605 38.2 
April 4.47 2,995 541 636 693 41.7 
May ..... 4.59 2,829 557 687 906 43.7 
June. .......... 4.50 2,048 570 700 841 46.6 
July ....... 4.60 2,202 613 734 775 48.1 
Aug. ........... 4.47 2,033 640 728 721 50.7 
Sept. ... 4.65 1,786 668 737 667 53.3 
Od... .....- 4.72 1,436 es 618 53.1 
Nov. ....{.. 457 999 roy es 603 50.9 
Dac. 2.7 eer an 787 Rens 576 49.2 
1948 
SeaDoo, ae ene Ne: S78.) ee 


(a)—Deposits in the Bank of Italy, commercial banks and Postal 
Savings banks. 

Source: International Financial Statistics (IMF) and United National 
Statistical Monthly. 




















cent of the votes. What has happened since is 
rather difficult to appraise. Apparently the com- 
munits and left-wing strength had been rising. How- 
ever, according to latest indications, this strength is 
considered to be past the peak, partly because Italy’s 
economic situation has been gradually improving, 
and partly because of the greater self-confidence 
and aggressiveness of the Government of Premier 
Alcide de Gaspari. In recent months, Catholic Ac- 
tion, a non-political organization, and the Vatican 
have joined vigorously in the fight against commu- 
nist influence. The Vatican intelligence service, con- 
sidered exceptionally good, is quoted as appraising 
the communist-socialist vote. at somewhat better 
than 40 per cent. 


Danger Areas 


One of the areas from which the communists draw 
their strength is the desperately poor, undeveloped, 
and overpopulated districts of Sicily and Southern 
Italy. The people believe that their problems will 
be solved if they have land, and the communists 
have glibly promised the breaking up of large landed 
estates. Yet there is so little land to be divided and 
the population is so large that any improvement in 
the standard of living is highly problematical. 

But the main communist strength comes from the 
industrial areas of northern Italy which unfortun- 
ately adjoin the communist satellite state of Yugo- 
slavia. This is a situation which could easily make 
Italy another Greece, although bloodier. A northern 
Italian government under communist leader To- 


‘gliatti, with Yugoslav troops fighting for it openly 


or clandestinely, could easily result in ‘a localized 
world war” in which American troops would prob- 
ably sooner or later participate. Some observers be- 
lieve that the communists intend to stage a revolt, 
should they become the largest party (though not 
necessarily a majority), and should the de Gaspari 
Government refuse to take them into the new gov- 
ernment. This the de Gaspari Government is almost 
certain to refuse—for, once in the government, the 
Italian communists would step by step prepare for 
a coup similar to that staged recently in Czecho- 
slovakia. 

What is the reason for the strength of communism 
in Italy in view of the fact that there was no com- 
munist party when the Fascist Government col- 
lapsed, and in view of the huge relief and recon- 
struction aid that the United States has poured into 
the country? As will be seen from the first of the 
accompanying tables, the total aid and relief appro- 
priated for Italy between June 1945 and the end 
of 1947 aggregated $1.6 billion. Including the pro- 
posed E.R.P., it will be over $214 billion by the 
middle of 1949. 


Communist Strength i 


The communist party in Italy claims now more 
than 2 million paying members and controls the 
administration of nearly 3,000 out of Italy’s 7,000 
municipalities. Its expansion has been partly due to 
the able but ruthless leadership of men like Togliatti, 
Longo, and Scocecimaro. These men have been 
schooled in the art of subterfuge and infiltration. 
They fought in Spain and, as Mr. C. L. Sulzberger 
recently pointed out in New York Times, they have 
been supplied with plentiful funds. In the closing 
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days be the boys the communist pat 

a oe tus Wasecne’ Mee Italy in 1947: Expansion of ee 

solini’s private hoard estimated at Foreign Trade Electricity Steel Chem Sanne Unem- 

about 10 billion lire in paper and gold. Imports . Exports (000,000 (000m. Industry (000,000 ployed 

bis: aeons le al yc helped to billion lire) Kwh) _ tons) 12/38=100 tons) _ (000,000) 
nis ess. 5OAGr 9 9 1,263 190 102 4.52 = 

Another factor that has made the oe 

communists appear stronger than they Jan... 19.0 13.2 1,166 92 36 2.75 2.24 

actually are has been the general Feb. —..... ZZ6 12.8 1,047 81 32 2.65 2.28 

apathy of the great mass of the people — ae pe = Ho sa 7 a A: 

not organized in any political parties. Moy 39.1 145 1,766 166 65 3.60 2.17 

A majority of the Italians are terrified June 39.4 13.9 1,742 159 73 3.63 2.15 

by the prospects that their country July... 45.8 15.6 1,849 170 72 oom 2.00 

could once more become a battlefield Aug... 33.3 op eo - = sons Yr 

between the great powers, and are a aa - 374 214 1498 a a ven 1.87 

willing to vote for or to appease al- —.... as 20.8 1,402 me” fe TT ie § 

most anybody. The indifference prob- Rae ae ae = ae a Neil me 

ably reflects to some extent the low oa 

vitality of a people undernourished for (*y--Gecda looted. ~~ ec wi . 

years and tired of daily strife. It is Source: United Nations Statistical Monthly and Italian Economic Survey, Rome. 

















typical not only of Italy but of today’s 
Europe in general. 

The desperate poverty of large masses of Italians 
is probably the main cause of the strength of com- 
munism. This poverty has always existed. The com- 
munists have been carefully cultivating dissatisfac- 
tion, although they could no more eliminate poverty 
in Italy than anybody else. In fact they would prob- 
ably do much worse, as the Italian people are just 
beginning to see, for whatever improvement there 
has been in Italy so far has been due to United 
States help which the communists would definitely 
not receive. 


j Why Italy is Poor 

The basic reasons for Italy’s poverty are well 
known. Here is a country, no larger than the state 
of California, with practically no natural resources 
except cheap labor and “art treasures.” The popula- 
tion has continued to increase at the alarming rate 
of about 480,000 a year (against 1.5 to 2.0 million 
a year for the United States, yet Italy can absorb 
into her economy only about 60,000 people a year. 
Unless the Italians can emigrate, or unless the pop- 
ulation pressures subsides, it will always be a mat- 
ter of “expanding or exploding,” to quote the late 
“Duce’s” favorite slogan. Italy at present has still 
nearly 2 million unemployed, apart from several 
million people who could be described as partially 
employed. 

The problem of Italian poverty is not capable of 
clear-cut, overnight solution as the communists 
promise. It can be solved only through education, 
soil conservation, and emigration. Introduction into 
Italy of new industries or expansion of old ones that 
need a large labor supply but relatively few im- 
ported raw materials would also help. While some 
government planning is probably inevitable in view 
of the long range rehabilitations needs of the coun- 
try, the progress will be incomparably faster if free 
enterprise is preserved and if Italy is permitted to 
work out her problems on a democratic basis. The 
Italians are basically individualists, averse to regi- 
mentation, as Mussolini found out to his sorrow. 

General postwar demoralization has also played 
into the hands of as determined a group as the com- 
munists. The daily life in Italy has been described 
as “one vast orgy of law-breaking.” In order to 
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survive, the private citizen finds it impossible to 
avoid violating laws. The farmer who gets a ridicu- 
lously low price from the Government for his wheat 
prefers to sell it in the black market. The food 
rations are so low that everybody must supplement 
them by buying in black markets. And the Govern- 
ment taxes and special property levies are so heavy 
that everybody indulges in tax frauds. 

Almost anything can be bought in Italy today: 
fine textiles, rich pastries, rare delicacies—luxuries 
of any kind, but at prices that only the very rich 
and the tourists can pay. Some of these luxuries are 
paid for with the export proceeds which should 
have been used in payment for necessities. It is 
significant that the U. S. Government rather than 
the Italian one decided to take steps, through the 
licensing of exports, to insure that the dollars are 
not squandered on unneeded imports. 


Black Markets Flourish 


But while on one hand the Italian Government 
permits several hundred thousands of black mar- 
keteers to operate, it has done little to check the 
hold of the unions on legitimate industrial and busi- 
ness enterprises. The industrial situation can be best 
described as chaotic. Factory councils of workers 
share in the management of all concerns. Although 
the 1945 law forbidding industrial enterprises to fire 
any workers has been abrogated, in practice it is 
still adhered to. And enterprises do not dare to 
introduce any labor-saving or cost-reducing meas- 
ures for fear that they will have to face the all- 
powerful unions. As a matter of fact, Italian pro- 
duction costs have been increasing steadily and some 
of the benefits derived from the lire devaluation have 
been lost. While living under a capitalist system, 
Italy is a country pervaded by collectivist sentiment. 

The wonder is that what with war devastation, 
population pressure and collectivist opposition, Italy 
has made such remarkable progress in restoring her 
economy. The greatest credit should be given to the 
energy of the Italian people, to their natural ca- 
pacity for hard work. But many things could not 
have been accomplished without American aid. 
Without it, Italy would have probably gone com- 
munist a long time ago. (Please turn to page 42) 
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J. C. CLIFFORD 


R. etail merchandising is returning to normal. 
That is to say, it is becoming more keenly competi- 
tive, profit margins are narrowing, customers are 
showing more discrimination and are far more price 
conscious than during the war, and many of the mal- 
adjustments in the several lines of distribution are 
disappearing. Business is holding at a tremendously 
high level, however, and the disastrous slump ap- 
parently anticipated by pessimists a few years ago 
still has failed to materialize. 

From the standpoint of dollar volume, the out- 
look for 1948 is reassuring. In some segments of 
trade, profits seem likely to be well above average, 
in others quite satisfactory and in relatively few 
groups of stores results may be disappointing. Two 
important reasons for forecasting reasonably good 
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business this year are to be found in the promise of 
further increase in national income and in a greater 
abundance of consumer durable goods. Even in the 
automotive industry, where retail sales have been 
limited by production shortages for the last few 
years, the satisfaction of deferred demand should 
come closer to realization. 

Total retail trade can be estimated reasonably 
closely. For many years—at least, since detailed fig- 
ures have been compiled—the correlation between 
distribution at retail and the aggregate of personal 
income has been extremely steady. In normal times 
slightly more than half of income goes into retail 
channels. In 1929, for example, usually regarded as 
a year of peak prosperity, tabulations show that 
retail sales approximated 56.8 per cent of personal 
income. In the depression year of 1933, the ratio 
naturally declined, but not as much as might have 
been expected, for it held at about 52.5 per cent. In 
the pre-war base period between 1936 and 1939 the 
average for the ratio was barely under the 1929 
figure, namely, 56.2 per cent. Curtailment of pro- 
duction of civilian goods depressed the ratio during 
the war to 44 per cent of abnormally large income in 
the 1942-1945 period. Since the war the ratio has 
returned to normal at 56.4 per cent for 1946 and 
59.9 per cent for 1947. 


Return to Higher Ratio 


In view of the continued emphasis on durable 
goods, such as motor cars and the more expensive 
household appliances, the percentage of personal in- 
come finding its way into retail trade again may 
approach 60 per cent this year. Such a ratio: would 
suggest total expenditures in this country in 1948 
of about $126 billion, or an increase of slightly less 
than 7 per cent over the indicated total of $118 
billion last year. (Please turn to page 43) 
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Pertinent Statistics on Merchandising Stocks 














Net* %, of In- 
Current Inven- ventories Price- 
Assets tories toCurrent—NetPerShare— Recent Div. Div. Earnings 
($ Million) ($Million) Assets 1946 1947 Price 1947 Yield Ratio COMMENTS 
Aldens $14.4 $12.2 51% $7.10 $2.52 $18 $1.50 8.3% 7.2 Building up of additional retail stores 
to supplement mail order business 
should improve near-term earnings but 
competition from larger concerns will 
be keen. 37!/¢ quarterly dividend should 
continue. 
Allied Stores occu 64.9 53.0 52 8.52b b6.25E 28 2.75 9.8 4.5 Company has demonstrated large earn- 


ing power. Longer-term growth pros- 
pects are favorable; finances strong. 
75¢ quarterly dividend appears secure. 


Arnold Constable . aan at 1.5 24 3.17b 2.74b 14 1.25 8.9 5.1 Extensive modernization and expansion 
should bolster earnings but longer-term 
prospects not very impressive. Other 
year-end extras to 12'/2¢ quarterly divi- 
dend indicated. 








28.1 18.2 45 5.36b b3.25E 15 1.60 10.6 4.6 Contemplated store expansion and 
strong finances enhance longer-term 
prospects. Dividends should continue at 
40c quarterly rate. 


Associated Dry Goods... 








COB) 21 oC se eee one nae 9.07 4.5 30 4.43 b 4.36b 24 2.50 10.4 5.5 Favorable earnings record expected to 
continue, further bolstered by a much 
larger new main store and enlarged 
branches. 50¢ quarterly dividend may 
receive other extras. 


Gity Stores) .hc 27.2 14.8 33 3.07b b3.00E 17 1.20 7.0 5.7 Improvement in operations and finan- 
cial position should aid in maintaining 
earnings at favorable level. Continua- 
tion of 30c quarterly dividend indicated. 


Consolidated Retail Stores... 4.5 3.0 4l 3.85 3.24 11 2.40 20.7 3.4 Additional stores, better merchandise, 
and wider operating margins indicate 
larger earnings. 25¢ quarterly dividend 
should continue. 


Federated Dept. Stores... 50.2 22.0 34 482b b4.50E 23 1.50 6.5 5.1 Longer-term growth prospects improved 
y by further expansion and strong finances. 
Increased dividend rate of 50¢ quarterly 
expected to continue. 
















































































i , é. E 3 Operations expected to improve over 
Y Fishman, M. H., Co. as a i I. 55 3.90 2.84 15 25 8.3 5.3 te cant Gane, Maine Mee aaeene 
dividend is supplemented by occasional 
ie extras. 
, . ss 
- Gimbel Bros. ............... mic, SOF 53.7 58 6.46b b4.50E 20 2.00 10.0 4.4 Progressive management policies should 
W continue to bear fruit. Near-term earn- 
ings to compare favorably with last 
ld year when er mark-downs were 
taken. 50¢ quarterly dividend appears 
secure, 
l 
vd Grant. Wel. ce ve 44.4 41.6 68 4.34b 3.41b 28 2.25 8.0 8.2 io ol — — 
n space ~~, — se = 
: quarterly dividend may be supple- 
al mented by other year-end extras. 
eS Current earnings large. Future enhanced 
il CTT | A cae oe Pee 17.1 13.7 60 5.14b 4.76 b 32 2.37a 7.4 6.7 ie ese oediitne aad aeaaemneneene 
Further year-end extras to 50¢ quarterly 
aS dividend indicated. 
at - Featuring of wide variety of popular- 
ne Interstate Dept. Stores... 8.6 8.7 74 4.56 b 4.25E 21 2.00 9.5 5.0 seled Ccthenmiis aoe haes uaaae 
* zation improve longer-term prospects. 
10 50c quarterly dividend expected to 
continue. 
ve 
In Kobacker Stores: 3.5 3.4 53 1.68 b 1.49 ¢ Z 80 11.4 nee peace yyy age ppb + 
ne maintained at 20¢ quarterly rate. 
29 Strong fi d st I tt 
i g finances and store enlargements 
E Kresge,'s.S. =... net 73.2 32.7 31 4.00 3.79 34 2.25 6.7 9.0 inde adeuns eles tae al 
- earnings. Semi-investment stock pays 
1g 50c quarterly, plus year-end extras. 
in Excellent earnings record to continue, 
Mises he | SS 20.7 47 5.44 5.39 48 3.50 a3 8.9 honed waste bean neue aaa 
as slightly temporarily. Good quality stock 
nd may receive further year-end extras to 
50c quarterly dividend. 
8.: Longer-term outlook enhanced by ex- 
Rane Bryant... te 5.4 ta 58 2.15e e3.15E 12 1.00 8.3 3.8 ponlicas and) mamamaaine Weal 
should widen following last year's 
= ee Ja quarterly divi- 
end amply covered. 
le Profits expected to increase in the first 
ve Reiner Stores... 17.0 11.7 45 3.36 3.70b 19 1.50 79 5.1 half of ls poor. Lengertemm prospects 
fairly promising. Dividends will likely 
n- continue at 37'/2¢ quarterly rate. 
a a—Adjusted. b—Fiscal years ended Jan. 1947 and 1948. 
Id *—Latest indicated. c—9 months ended October 1947. 
A8 E—Estimated. e—Fiscal years ended May 1947 and 1948. 
‘SS (Continued on page 24) 
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Pertinent Statistics on Merchandising Stocks (Continued) 





Net* 
Current 
Assets 
($.Million) ($Million) Assets 


Inven- 
tories 


% of In- 


ventories 


to Current —NetPerShare— 


1946 


1947 


Recent 
Price 


Price- 
Div. Div. Earnings 
1947 Yield Ratio 


COMMENTS 





REIGN, She NAb cece ees 


$43.5 


$31.2 


49% 


$3.70f £$6.00E 


$32 


$2.20 6.9% 


5.3 


Low price policy has consistently bene- 
fited operations. Recent store additions 
should boost earnings further. Stock of 
good quality; pays 50c quarterly, plus 
extras. 





Marshall Field 0... 


32.9 


5.61 


5.10 


24 


2.00 8.3 


4.7 


Earnings this year to compare favorabl 
with last year’s. Longer-term outloo 
enhanced by expansion and moderniza- 
tion. 50c quarterly dividend expected 
to continue. 





May Dept. Stores... 


6.71 b 


b 6.00 E 


38 


3.00 ed 


6.3 


Above average performance should 
continue, further aided by long-term 
expansion plans. Good yielding com- 
mon stock pays 75¢ quarterly. 





McCrory Stores _ 


5.55 


5.34 


29 


5.4 


Somewhat lower earnings are in pros- 
pect but company’s good record and 
expansion program augur well for 
future. Quarterly dividend of 35c is 
usually supplemented by year-end extra. 





McLellan Stores 


9.5 


9.5 


6l 


4.00 


20 


2.00 10.0 


5.5 


Strengthened finances and enlarged 
facilities point to well maintained earn- 
ings. 25¢ quarterly dividend may be 
raised or receive further extras. 





Melville Shoe 


13.0 


7.6 


34 


22 


1.65 7.5 


9.0 


Consumer resistance to high shoe prices 
expected to result in moderately lower 
earnings for near-term. But demand for 
medium-priced footwear should hold up 
well. 45c quarterly dividend expected 
to continue. 





Mercantile Stores 


72 


3.14b 


b 3.00E 


14 


1.00 72 


4.6 


Expanded outlets and smaller mark- 
downs should result in considerably 
larger profits for the first half of this 
year. Longer-term prospects favorable. 
Quarterly dividend of 25c will probably 
be continued. 





Montgomery Ward ___. 


366.6 


277.3 


58 


7.83 b 


8.86 b 


52 


3.00 5.8 


6.6 


Larger sales and wider margins should 
further extend company's good record. 
Future outlook attractive. Stock pays 50c 
quarterly, plus sizable year-end extras. 





PRIN) Fs oc 


26.1 


15.9 


42 


4.07 


4.25 


36 


8.5 


Rising expenses may reduce earnings 
moderately but strong finances and 
probable store additions improve 
longer-term outlook. Quarterly dividend 
of 37!/2c usually receives a year-end 
extra. 





National Dept. Stores___ 


20.7 


4l 


5.45 b 


b 4.50 E 


16 


1.50 9.4 


3.5 


Larger sales and wider margins should 
improve near-term earnings. Future 
prospects favorable in view of improve- 
ment in company's basic position. 25¢ 
quarterly dividend may receive further 
extras. 





hae co. 


6.4 


6.0 


62 


3.09 


1.00 Pe 


4.5 


Larger supplies and store additions 
point to moderately greater earnings, 
which should be maintained. Stock pays 
20c quarterly, plus occasional extras. 





PUMFIBTIN) Dp Bo ac cescnsssintniicae 


25.8 


17.0 


53 


28 


2.00 Les 


6.5 


Store enlargement will probably boost 
sales. Conservative buying policies and 
close control of costs enhance long-term 
prospects. 50c quarterly dividend ex- 
pected to continue. 





OMNI; Oy Baie cee eens 


103.3 


123.3 


64 


4.29 


39 


9.1 


Enlarged selling space points to further 
sales gains. Outlook promising in view 
of company's strong earnings power and 
excellent financial condition. Good 
quality stock pays 50c quarterly plus 
year-end extras. 





Shoe Corp. of America... 


4.7 


6.1 


73 


4.264 


4.404 


3:2 


Operations to be well maintained; may 
possibly be aided by contemplated ex- 
pansion. 25c quarterly dividend ex- 
pected to continue. 





Sears Roebuck . 


295.0 


294.1 


él 


4.24b 


4.56 b 


1.75 52 


7.5 


Large scale expansion of retail stores 
and mail order division materially en- 
hance prospects of this dominant com- 
pany. 25c quarterly dividend may be 
raised or be supplemented by further 
generous year-end extras. 





Spiegel 





16.5 


31 


1.50 


1.12 


8.9 


Higher prices of large mail order busi- 
ness and wider margins point to favor- 
able earnings comparisons. But no 
dividend disbursements expected over 
the near term. 





Sterchi Bros. Stores... 


§.2 


2.3 


28 


3.65 


3.24 


37 


Competition may prevent improvement 
in margins for immediate future but 
longer-term growth prospects are favor- 
able. 25¢ quarterly dividend may be 
supplemented by further year-end extras. 





Woolworth, F. W. 


118.8 


49 


4.12 


45 


10.4 


Earnings expected to decline moder- 
ately over the near-term because of 
higher expenses but continued store 
additions and enlargements enhance 
company’s demonstrated growth pros- 
pects. Good quality stock pays 50c 
quarterly, plus extras. 





a—Adjusted. 
*—Latest indicated. 
E—Estimated. 





b—Fiscal years ended Jan. 1947 and 1948. 
f—Fiscal years ended Aug. 2, 1947 and 1948. 
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COMPANIES 
Paying Progressivel Y 
HIGHER DIVIDENDS 


By H. F. TRAVIS 


* 

hile the foreign situation has been given 
considerable credit for the long sustained down- 
trend in stock market prices, what clearly has 
aroused speculative pessimism has been apprehen- 
sion over the stability of earnings and dividends 
over the medium term. The current preponderance 
of low price-earnings ratios and relatively high 
yields shows beyond doubt that these important 
factors have lost most of their usual significance. 

In view of the spectacular performance by such 
a large number of corporations in many fields dur- 
ing 1947, and uncertainties over the duration of 
the present record boom, it is sensible, to say the 
least, to exercise caution in the selection of equities. 
On the other hand, the record and outlook of some 
companies is so encouraging that their shares invite 
more than ordinary study under current market 
conditions, for theif prices may have amply dis- 
counted potentially leaner times in the offing. Or 
what’s more, there may be no leaner times in the 
foreseeable future. 

An important point often overlooked by investors 
is the action taken by directorates in expressing 
dividend liberality on an increasing scale. While 
hardly an important executive in commenting on 
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1947 annual reports 
has not conservatively 
pointed out numerous 
dangers on the road 
ahead, especially as 
regards the gap be- 
tween allowable depre- 
ciation rates and ac- 
tual replacement costs, 
a good many concerns 
nevertheless have been 
increasingly generous 
in their dividend pol- 
icles. In such cases, 
more weight should be 
accorded to the steps 
taken by managements 
rather than to their 
understandingly cau- 
tious warnings. 

At least it seems ra- 
tional to suppose that 
if payment of larger 
dividends under cur- 
rent conditions would 
tend to restrict the 
growth of any corpo- 
ration or threaten its 
financial status, the di- 
rectors would be the 
first to exhibit greater 
moderation. In many 
instances, of eourse, 
they hedge themselves 
by declaring occasion- 
al special dividends or 
extras rather’ than 
boosting the regular 
rate. While this seems 
like a very wise policy, 
though, it expresses 
confidence that the 
cash can be comfort- 
ably spared, and that 
the immediate outlook 
is encouraging. 

Where interim dividends during the year have 
been gradually and consistently increased, this can 
be accepted as evidence that the passage of time has 
confirmed the earlier hopes and expectations of this 
or that management. Such action in itself of course 
forms no basis for investment decisions, but taken 
along with fundamentals it does offer considerable 
support. Since prices of many sound shares are sub- 
stantially deflated along with more speculative issues 
during major downtrends in the market, it is inter- 
esting to scan the situation of a few whose dividends 
during 1947 were progressively raised. Other things 
being equal, this factor might be a useful determinant 
in stock selection. 

With this thought in mind we present in con- 
densed form statistics and comments on four strong 
concerns which should interest our readers. Each 
company represents a different industry,and each 
industry shows promise of continued prosperity for 
some time ahead, assuring well maintained earn- 
ings and dividends. All enjoy above average finan- 
cial strength, along with fairly stable earnings rec- 
ords, and last year they treated their shareholders 
with increasing liberality. Dividends in 1948 should 
be highly satisfactory. 
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BUSINESS: Underwood ranks among the three largest producers of 
typewriters, accounting and adding machines, cash registers and related 
supplies. The business is conducted on a world wide scale. 


OUTLOOK: Since VJ Day, this long established concern has added new 
facilities in an attempt to keep production more closely in line with a 
secord demand. A large scale modernization program also has been 
virtually completed and this should both swell output and tend to re- 
duce costs. During 1947, more Underwood products were manufactured 
and sold than in any year for half a century past, and volume climbed 
sharply to an ail time record of $57.1 million. As business men all over 
the world realize the potential cost savings derived from the most up- 
to-date office equipment, the company's outlook for continued large 
sales is impressive. The new Underwood electric typewriter has opened 
broad markets for exploitation. As a result of last year's operations, net 
income soared to $8.31 per share compared with $2.66 in 1946, and 
despite distribution of about $2.9 million in dividends, working capital 
expanded to a record $23.8 million. The December 31 balance sheet 
reveals cash of $8.3 mililon compared with total current liabilities of $5.3 
million, and a current ratio of 5.5. 


DIVIDEND ACTION: Underwood has maintained an unbroken dividend 
record since 1911, and due to its strong financial status has usually dis- 
tributed a liberal share of net earnings. In 1947, with no established 
rate, the company paid 50 cents per share in the first quarter, 75 cents 
in the second, $1 in the third and $1.75 in the fourth, for a total of $4 
per share. In March, 1948, 75 cents per share was paid. 


MARKET ACTION: Recent price of 4934 is not far below the 1948 
high of 5134, but almost 5 points above this year’s low of 45. The range 
for 1947 was high—58!/2, low 43/2. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
940 1 


















































1 947 Change 
ASSETS (000 omitted) 
Cash $ 6,292 $ 8,293 +$ 2,001 
Pn seennNes 2 375 +- 375 
Receivables, net 5,758 9,326 + 3,568 
Inventories 7,994 11,243 + 3,249 
Other current assets... 
TOTAL CURRENT ASSETS... 20,044 29,237 + 9,193 
Plant and equip 14,064 17,074 + 3,010 
Less depreciation 8,598 9,321 + 723 
Net property 5,466 7,753 + 2,287 
Other assets 257 1,342 + 1,085 
TOTAL ASSETS $25,767 $38,332 +-$12,565 
LIABILITIES 
Accounts payable and accruals.................... $ 1,012 $2,207 +$ 1,285 
Reserve for taxes 1,134 2,288 + 1,154 
Other current liabilities. 88 770 + 682 
‘TOTAL CURRENT LIABILITIES... 2,234 5,355 + 3,121 
(Reserves 4,464 + 1,864 
Capital 11,155 + 3,812 
Surplus 16,934 + 3,414 
TOTAL LIABILITIES .. $38,332 +$12,565 
WORKING CAPITAL $23,882 +$ 6,072 
Current Ratio 5.5 — 3.5 
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937 1936 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1937 1936 1939 1940 1941 1942 1943 1944 1945 1946 1947 
70 | 2.41 | 2.53 | 3.03 | 5.00 | 3.04 | 3.38 | 3.07 | 3.04 | 2.66 | 8.31 earn | 2.01 | .32 -87_| 1.76 | 1.91 | 1.33 | 1.42 | 1.68 | 1.30 | 3.06 | 4.22 | 
1.50 | 2.50 | 2.00 | 2.25 | 3.50 ‘| 2.50 | 2.50 | 2.50 | 2.50 | 2.50 | 4.00 ow.) | 2.25 | 1.01 6% |_ 3.75 [3.75 | 3:25 | 1.26 [1.25 | 1.95 | 1.75 | 3. 
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UNDERWOOD CORPORATION WESTINGHOUSE AIR BRAKE COMPANY 


BUSINESS: Company for about 80 years past has been the leading 
producer of air brake equipment for railroad rolling stock. Signal sys- 
tems manufactured by a wholly-owned subsidiary, Union Switch & Signal 
Co., importantly supplement the company's regular output. 


OUTLOOK: Although 1947 net sales of Westinghouse Air Brake in- 
creased more than $15 million above 1946 to establish a new peacetime 
record of $78.9 million, the company's backlog rose even faster. Un- 
filled orders at the beginning of the current year totaled $67.4 million, 
an increase of almost $16.5 million during the year. The sharp uptrend 
in production of freight, passenger and subway cars indicates that 
capacity operations will be required to meet the rising demand for the 
standard equipment furnished by this concern. The higher speed for 
trains is also swelling the demand for the most modern signal systems 
such as Westinghouse produces. Outside of the railroad field, the use 
of the company's air compressors and pneumatic control devices con- 
tinues to expand. Granted a more ample supply of raw materials dur- 
ing 1948, it looks as if Westinghouse Air Brake should enjoy an ex- 
ceptionally satisfactory year in all of its divisions. Net earnings of $13.3 
million in 1947, equal to $4.22 per share, included more than $3 
million income from non-manufacturing sources. 


DIVIDEND ACTION: 1947 was the 73rd consecutive year of dividend 
payments. A total of $3 per share was distributed last year, represented 
by payments of 25 cents in March and June, 50 cents in September, 
$1.50 on December 15 and a ylar-end extra of 50 cents on December 
29. _ far in 1948 a dividend of 50 cents per share was paid in 
March. 


MARKET ACTION: Recent price of 37 compares with a 1948 range of 
high—3734, low 3234. The range for 1947 was high—38!/4, low 27!/4. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 















































1947 Change 
ASSETS (000 omitted) 
Cash . $15,340 $12,921 —$ 2,419 
Marketable securities 00.0000... 16 18,984 + 11,668 
Receivables, net 13,341 +. z 
Inventories 26,364 + 15,979 
Other current assets 34 — 297 
TOTAL CURRENT ASSETS.. 71,644 + 32,841 
Plant and equipment... 20,809 + 1,176 
Less depreciation 12,048 + 1,563 
Net property 8,761 a 387 
I eecistlaain 4,690 — 4,188 
TOTAL ASSETS $56,829 $85,095 +$28,266 
LIABILITIES ’ 
Accounts payable and accruals.................. $ 3,542 $13,830 +$10,288 
Reserve for taxes. 2,494 8,139 + 5,645 
Other current liabilities 865 661 _ 204 
TOTAL CURRENT LIABILITIES... 6,901 22,630 + 15,729 
Reserves 1,679 3,415 + 1,736 
Capital 34,893 ee 
Surplus 13,283 24,147 + 10,864 
TOTAL LIABILITIES $56,829 $85,095 +$28,266 
WORKING CAPITAL .. . $31,902 $49,014 +$17,112 
CURRENT RATIO 5.6 3.2 — 2.4 
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= ae Se ee aes ES sha at dotted slotline ile 
47 1948 7 1938 | 1939 | 1940 1941 1942 i 1943 | 1944 | 1945 | 1946 1947 1948 1937 1938 §=61939 1940 1941 1942 | 1943 1944 1945 | 1946 1947 1948 
22 | 8 | 1.10 | 1.35 | .82 | 3.29 “cio } oe ae es | 4.05 | 6.61 | 4.60 | 2.10 | 3.14 | 4.05 | 4.55 | 4.51 | 4.16 | 4.01 | 2.80 7 2.13 | 8.49 
0 | 9 | 1.00 | 1.00 | 1.00 | 1.00 | 1.00 [1.00 [1.20 | 1.60 | 1.70 | 2.50 3.50 | 1.75 | 2.00 | 2.75 [3.25 | 3.00 | 3.00 | 2.50 | 2.50 | 2.50 | 4.00] 
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CONTINENTAL OIL COMPANY KENNECOTT COPPER CORPORATION 
ling BUSINESS: Large scale production of crude oil is the chief activity BUSINESS: Company is the largest producer of copper in the United 
sys- of Continental Oil, although it also refines and distributes substantial States, also operating important mines in Chile. Total productive ca- 
nal quantities of gasoline, motor oils and other petroleum products. Over pacity for copper exceeds one billion pounds annually, Gold, silver and 
1700 miles of pipelines are owned and operated by this concern. Habe scr gy ae mined on an impressive scale. The company's fabricat- 
i it i B & C C : 
: OUTLOOK: The tremendous postwar demand for all forms of petroleum po Race oo owt peo eer d in th 
ue products, already exceeding the industry's refining and production ca- ° d ; mee ae -—< sy enjoye ~ advantage as e copper 
ria pacity, promises to bolster sales and net earnings of Continental for an |" a he aa : ry lL He, a “ Mle ia As qi ie as a 
; Aaa indefinite period ahead. This concern holds under lease two million parle the red metal sti oy pen e supP y, and it . s as i 
“ae acres of oil lands, of which about 10% are producing. Despite sharply °%' senna tort be ot Ker i oe arn) oe Seen 
*% higher drilling costs, Continental is pushing ahead to dig new wells, % at stanhic ie ai billie 4 et uring 1948 s _ pint 
i. drilling a record number of 551 during 1947, of which 332 brought in very saa The shone " : pace si he be past Bikek, pas “i y De anes 
al oil and 45 gas. During the past five years total production of crude by W'!! tend to — le. ee -S rip eo erly = eben ay ny 
o the company, as well as refinery runs, have sharply increased to peak ‘@dvire somewhat ne oF me mere yr yr onan 4 The * soy ‘f 
sna productions. Last year's output of crude oil amounting to 38.3 million ‘S°PP& — that ar coregy at wes oye b sies me eg % 
2° barrels was the largest in Continental's long history. On 1947 sales of a hee cast ee ee dy seni The roe | am abor 
ia $228 million, net eanings were $31.3 million, equal to $6.61 per share, S"Ortages oe seaeape. dpe seca siagueaid reg préclude further earnings 
ate with good prospects that the current year will prove equally satisfactory. a Un ll <oREo ewny rise again this year, inventory profits that 
13.3 But while its financial position is very strong, high development costs elped ws Ce srs year cannot be counted upon again. 1947 
13.3 will require retention of substantial sums from earnings for expanding record sales of $317 million brought rather spectacular net earnings 
1 $3 drilling activities equal to $8.49 per share compared with an average of about $3.50 
’ during the previous decade. Kennecott's financial position is impreg- 
DIVIDEND ACTION: An uninterrupted dividend record since 1934 has — nable with $240 million of cash and Government securities offsetting cur- 
“oe been ee by re Oil, and during the last ten years the rent liabilities of $62.6 million, according to the 1947 balance sheet. 
_ aus dg oeacag Ml oe —_ Poy ey sin a sag DIVIDEND ACTION: In 1947 Kennecott rewarded its shareholders by 
sh Ber suelo Wer Cloumenear wane won DY se pee snore: ln supplementing the regular 25 cents per share quarterly dividends with 
yn when 50 cents was paid in each of the first two quarters and 75 cents specials on each occasion. During the four periods respectively, specials 
in : the — periods. The initial payment for 1948 was 75 cents per of 25 cents, 50 cents, 75 cents and $1.50 were paid, bringing total for 
Snete cree. the year to $4 per share. On March 31, 1948 another special of 50 cents 
ye of MARKET ACTION: At recent price of 54, Continental Oil shares are was paid. 
7/4. within a fraction of their 1948 high, compared with a low of 4634 this MARKET ACTION: Recent price of 503% was close to the high mark 
year. of 50!/, for 1948. The range for 1947 was high—52!/, low—41!/4. 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
December 31, December 31 
4 1947 Change 1940 1947 Change 
ange ASSETS (000 omitted) ASSETS (000 omitted) 
2,419 pe rey securities " 12.005 . att i te 148 CIS naan $ 65,117 $101,779 +$ 36,662 
1668 Recetucbles; Neh 6,752 24,481 4+. 17,729 Marketable MAINT NINO as cscsccctcctnscscsscasciocmenincesc 21,693 138,502 e 116,809 
7.910 taventortes 19,367 27,624 ok. 8.257 Receivables, net 16,084 19,898 ot 3,814 
5,979 Other current asset: 1206 139 — 1,067 Inventories ... 46,288 54,902 + 8,614 
29 eg 5 canes ASSETS je-sereoenesoesomncenenes pL aoe. + 23a TOTAL CURRENT ASSETS... 149,182 315,081 + 165,899 
ant an ' ' oh ' 
ey Less depreciation ime 60 eel ee Ce ee eet . a. | |e ph 
is Net property 73.082 119/082 1 46i000 Less depreciation an ' ? Y 
"387 Other assets 15,812 14,103 — 1,709 Net property 209,397 201,353 — 8,044 
A 4 TOTAL ASSETS $129,024 $209,224 + $80,200 Other assets “ume 36,068 24,178 += — ‘11,890 
8.266 LIABILITIES 1). | | ener PT $540,612 +$145,965 
Notes payable bliin $ 140 +$ 140 
Accounts payabie and accruals... 8,523 25,178 + 16,655 LIABILITIES 
Reserve for taxes 1,541 11,609 + 10,06 Accounts payable and accruale................ $ 6,679 $ 11,742 +$ 5,063 
0,288 ther current liabilities. 56 — 5 R for taxes 22.239 46,353 + 24,114 
5,645 TOTAL CURRENT LIABILITIES 10,120 + 26,807 iriahenalbssdibetar, : : , 
204 Deferred liabilities 265 ade 6 Other current Siabilities........... 4,572 4,600 + 28 
5,729 Short term debt. —_ 83 TOTAL CURRENT LIABILITIES... 33,490 62,695 + 29,205 
1,736 Long term debt — 19,282 Reserves 6,999 20,100 + 43,101 
Reserves -- 197 Capital 53,199 ee 
0.864 —— + ._ 322 Surplus 300,482 404,263 + 103,781 
' 7 P 
8,266 TOFAL LiAbiLiviEs fs$0'200 TOTAL LIABILITIES... $394,647 $540,612  +$145,965 
7,112 KING CAPITAL .. +§ 9102 WORKING CAPITAL .. $115,692 $252,385  +$136,693 
2.4 Sanene Ratio — 19 Current Ratio 4.3 5.0 5 7 
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By PHILLIP DOBBS 


Wier a 46-year record of sucessful operations 
behind it, American Brake Shoe has won an enviable 
spot in the roster of our domestic enterprises. Al- 
though in point of size the company is outranked 
by numerous other corporations, and it has taken 
nearly half a century to push its annual volume over 
the $100 million dollar mark, what counts most is 
the steady manner of its growth through the years 
and the dominant position it has achieved in its 
special field. 

This concern ranks as the largest producer of 
railway brake shoes, a basic item in its earliest 
schedules. Chilled iron wheels for freight cars, jour- 
nal bearings, axles, wheel slide equipment, switches, 
frogs and guard rails also are manufactured for 
the railroad industry. Output is further diversified 
to include brake linings for automotive and indus- 
trial use, clutch facings, many types of bearings, 
iron and steel castings, air compressors and paint 
sprayers. 


Large Product List 


While the product list could be considerably en- 
larged if space permitted, it will serve to show that 
the company specializes in what it terms “punished 
parts” which despite their high quality require rela- 
tively frequent replacement, thus tending to stabilize 
the business during periods of general depression, 
though sales for new equipment naturally are in- 
fluenced by wide cyclical swings. 

Since emphasis upon long wear for its numerous 
products plays such an important part in American 
Brake Shoe’s operations and has contributed so 


much in establishing its reputation, the company 
spends well over half a million dollars annually for 
research and engineering. In addition to the most 
modern laboratories, an experimental foundry helps 
to stimulate progress in this direction. Some of the 
most difficult problems arising in the abrasion, heat 
and corrosion resistant fields have been solved by 
the company’s technical staff, and work is always in 
process to further this specialized research. 


Efficient Organization 


One secret of American Brake Shoe’s growth and 
efficiency has been the allotment of responsibility to 
its ten main divisions, each specializing in the man- 
ufacture or processing of various items. Addition- 
ally, productive facilities have been established at. 
numerous points throughout the country in order 
to gain competitive advantages. The company owns: 
and operates about 56 plants in the United States. 
and one in Canada, while subsidiaries own four 
more in Canada and one in France. A postwar ex- 
pansion program involved outlays of $15 million and 
construction of six new plants, all of which are now 
in full operation. Aside from about $1 million to be 
spent in the current year for additions and remodel- 
ing, the entire program has been completed with the 
result that compared with prewar, the company’s: 
productive capacity has more than doubled. 

While six foundries in the United States and one 
in Canada produce quality manganese steel, Ameri- 
can Brake Shoe buys most of its materials from out- 
side sources, including steel bars, sheets, strips, 
ferro alloys, pig iron, coke, asbestos, wire cloth, syn- 
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Long Term Operating and Earnings Record 
Net Sales Sales Pre-Tax Net Income Net Profit Net Dividends 
(000 omitted) Per Share Margin (000 omitted) Margin PerShare PerShare Price Range 
Years 1947 .. $107,633 $108 6.8%, $4,543 4.2%, $4.11 $2.40 50 -36 
1946 A 78 77 4,005 5.2 3.51 2.00 64!/-36!/p 
1945 — 77,236 97 3.7 2,513 3.3 2.51 1.65 5574-41 
1944. Pod cer peas PO LOT 69,167 87 bet 2,717 3.9 anf 1.65 46 -37\/, 
1943. peek EL een eae 72,049 94 11.2 3,111 4.3 3.38 1.80 4334-2754 
1942... : Sere oe 62,793 82 15.0 2,991 4.8 3.22 1.70 33-23 
oo | Eerie ee SNE R Ts 50,934 66 12.8 3,194 6.3 3.56 2.20 39 _-26!/, 
a ee 31,574 4l 12.0 2,968 9.4 3.49 2.10 4534-28 
1939... : ity San eee nee we 24,601 32 10.2 2,121 8.6 2.39 1.25 573%4-31% 
1938 2 = 19,042 25 6.5 1,080 5.7 1.03 1.00 52 -23\%, 
1937 28,345 37 14.0 3,410 12.0 4.01 3.40 8034-28 
Il Year Average 1937-1947. ncccee $56,445 $68 9.8% $2,968 6.1% $3.09 $1.92 52 -31 
4 Year Average 1937-1940... +=: $25,890 $34 10.7% $2,395 8.9% $2.73 $1.94 59 -28 














thetic resins and non-ferrous metals. The numerous 
products manufactured from these materials are 
sold not only by the company’s plants but through 
sales offices in the larger cities from coast to coast. 
As no important line in the company’s business is 
dependent upon a small number of customers, the 
broad coverage of markets assists in stimulating 
volume. 

During the last ten years, sales have risen from 
a level of $19 million in 1938 to a record height 
of $107 million in 1947, ‘a gain of 462% during the 
period. The company’s net assets during the same 
interval rose from $27.5 million to $57.9 million, 
though account must be accorded to $7 million of 
emergency facilities fully amortized at the end of 
the war. During hostilities the output of American 
Brake Shoe involved mostly its regular line, so that 
reconversion was a minor factor and the company 


inventory problems are apparently under such satis- 
factory control that a nominal contingency reserve 
of $155,000 seems adequate protection against pos- 
sible price declines. 


Good Earnings Record 


In past periods when sales have dropped off 
sharply, American Brake Shoe has managed some- 
how to keep in the black nonetheless, though net 
earnings were of course adversely affected. With the 
exception of 1932, when a deficit of a few cents per 
share on the common was incurred, the company 
has always had something left for its equity owners 
after preferred dividends and charges for deprecia- 
tion, and on the whole net earnings have been fairly 
consistent. Indeed since its incorporation, American 
Brake Shoe has never failed to pay dividends on its 



























































































































































A was able to operate close to capacity limits last year. common stock in any year, ranging from a low of 
st Though higher prices substantially boosted volume 60 cents per share in 1933 to $3.40 in 1937, $2 in 
1S during — years, er —— begga = in- ae artnet song eee ir ers was 
crease output so much faster than its growth in’ shown stockholders by distribution of about 60% 
“ assets attests to considerable managerial efficiency. of net earnings equal to (Please turn to page 41) 
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By FREDERICK K. DODGE - 


‘-—. these days when managements are facing 
the need for larger working capital, either to carry 
heavy inventories or to complete expansion pro- 
grams, or just to carry on business at today’s in- 
flated prices, it is interesting to study the status of 
other concerns that apparently have no such prob- 
lems. In some of the latter situations, accumulation 
of cash resources beyond the immediate require- 
ments of the business has aroused questions as to 
whether they can be profitably employed or should 
be distributed to stockholders. By others, plans are 
being formulated to promote expansion or diversi- 
fication of activities. What may develop from the 
use of evidently ample capital resources in all these 
cases could have a distinct influence in appraising 
the share values of the various companies in this 
category. 

At the start in any such study, it should be 
realized that mere size of liquid capital is not the 
determining factor. There are any number of giant 
concerns with huge working capital that need every 
penny of it and perhaps more, especially where sub- 
stantial portions have been earmarked for addi- 
tional facilities, or where an unusually high per- 
centage consists of inventories. 


Selected Samples 


For the purpose of our discussion we have selected 
a number of concerns, regardless of size, that ac- 
cumulated large working capital during war years 
and are now perhaps undecided as to how to use it, 
or have had windfalls through tax refunds or the 
sale of properties. Indeed, there are some relatively 
small concerns of this kind, with very ample cash 
resources that deserve study quite as much as the 
big ones, in weighing the speculative potentials for 
their shares. 
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On an appended table we list a 
group of concerns having not only 
substantial amounts of quick as- 
sets in relation to their current 
liabilities but which also have 
sizable proportions thereof in 
cash and readily marketable se- 
curities. We could cite some ex- 
amples where apparently excep- 
tionally large amounts of liquid 
resources constitute something of 
a problem either because they 
can’t decide how to use these sur- 
plus funds profitably or because 
they are plagued by some stock- 
holders who desire a disburse- 
ment. In view of the uncertain- 
ties of the times, however, large 
capital resources should be a mat- 
ter of considerable gratification 
to company officials and the great 
majority of their shareholders, 
for substantial nest eggs might 
come in very handily in the not 
distant future. 

Curtiss Wright is one corpora- 
tion where the termination of tre- 
mendous war business left it with 
far more liquid capital than it 
could employ, temporarily in any 
event. To handle a volume of 
$83.1 million during 1947, this 
concern had at its disposal more than $103 million 
of working capital, even at the end of a year when 
operating losses totalled $9.6 million. On December 
31, 1947, a tax carry back adjustment helped to 
reduce the net loss for the year to about $1.3 million. 
Despite the unfavorable operating conditions, how- 
ever, Curtiss Wright expended $8.4 million for capi- 
tal assets, purchased $4.2 million of its Class A 
stock and paid out $3.96 million in dividends. Yet 
its December balance sheet shows more $75 million 
in cash and Government bonds compared with cur- 
rent liabilities of $32.6 million. As inventories are 
carried at only $32 million, it can be seen that this 
concern has exceptionally large capital resources. 


Curtiss-Wright Corp. 


Curtiss-Wright, in common with most of the air- 
craft manufacturers geared to large scale produc- 
tion, has experienced some tough going due to lack 
of heavy military orders. If Congress soon carries 
through a program to increase our preparedness in 
the air and to stabilize the aircraft industry for a 
period of years this concern has both the experience 
and the capital to handle many times its present sales. 

Meanwhile the management has steadily refused 
to enter other manufacturing fields unrelated to its 
specialized activities. It could of course continue re- 
tiring substantial amounts of its Class A stock in 


order to utilize its surplus capital, but in view of 


the situation in Washington, it is likely to go slow 
with such proposals. As many of its operating dif- 
ficulties have been solved now, and its backlog 
amounted to $118.5 million early this year, the com- 
pany is more apt to let matters rest for the time 
being, meanwhile paying $2 per share on its Class 
A stock and 25 cents on the common, as was done 
in 1947. 
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In comparison with a concern as large as the 
one we have just discussed, a working capital of 
$10.1 million for Colt’s Manufacturing Company 
might seem trivial. Nonetheless, though this con- 
cern reported a deficit of $10,003 during 40 weeks 
ended October 5, 1947, the share holders received 
a special dividend of $1.75 per share later in that 
month. Two circumstances add interest to this situ- 
ation. This was the first distribution received by 
the stockholders since December, 1943 and the 
amount paid last year could have been far larger 
without impairing the company’s working capital 
seriously. Colt’s is famous as a manufacturer of 
revolvers and automatic machine guns, and did a 
large and lucrative business during the war. 


Tax Windfall 


A drastic shrinkage in orders since VJ Day has 
naturally curtailed its operations, although accumu- 
lated profits kept it in sound financial condition. 
Then a refund of about $3.7 million in Federal 
taxes last year swelled its holdings of cash and 
readily marketable securities at the end of 1947 to 
around $7.8 million, compared with current liabili- 
ties of only $653,187. Considering total current as- 
sets, the ratio of these to current liabilities was 
about sixteen to one. In addition to the tax refund 
mentioned, Colt’s received about $344,000 in interest 
from the Government and decided to distribute this 
to stockholders at the rate of $1.75 per share. 

To diversify its business, this concern now makes 
automatic dish washing machines as well as nu- 
merous plastic items. Net earnings rose substanti- 
ally in the final 1947 quarter so that 76 cents per 
share was reported for the full year. In prewar, 
Colt’s for many years enjoyed a consistently profit- 


able business, though its earnings were variable, 
and paid dividends in every period between 1918 
and 1943, along with a string of extras in the 
middle 1930s. Recent price of 37 for Colt’s shares is 
near the high for 1948, though they sold at 48 last 
year and as high as 98 in the 1936-45 period. The 
company’s fine prewar record and unusually strong 
financial status evidently lend speculative appeal to 
the stock despite the prospect of relatively moderate 
earnings over the nearer term. Should earnings 
improve, the company could afford to pay fairly 
generous dividends. 

The sale by Pullman, Inc. of its sleeping car busi- 
ness last year brought about $76 million cash into 
its already rather flush treasury. The company’s 
September 30, 1947 balance sheet accordingly 
showed a current ratio of about 7.8, with holdings 
of cash and marketable securities alone carried at 
$45 million compared with current liabilities of 
$21.4 million. The policies of the management thus 
far have centered on purchasing its own stock with 
some of its surplus funds, either through tenders 
from shareholders or through open market opera- 
tions. As of January 31, 1948, according to SEC 
reports, the number of shares outstanding was 
2,647,131 compared with 3,229,897 on December 
31, 1947. 


Further Stock Retirements? 


Depending upon how far the directors decide to 
continue this month to month acquisition of stock, 
it is quite possible that by the end of this year or 
soon after, at least a third of the capital stock may 
have been retired, thus raising earnings potentials 
for the remainder correspondingly. The company’s 
backlog has mounted to a (Please turn to page 41) 








































































































Statistical Data of Selected Companies with Large Capital Resources 
Working* Cash Book Price- 
Capital Assets Value Current Net Per Share Div. Recent Div. Earnings 
($ Million) ($ Million) Per Share Ratio 1946 1947 1947 Price Yield Ratio 

Allied Chemical 00 $138.3 $112.8 $121.48 4.4 $12.06 $13.69 $9.00 $177 5.1% 13.0 
American Shipbuilding ............... 6.8 4.4 98.02 13.2 3.32 2.77 3.00 43 7.0 15.6 
American Smelting & Refining 104.8 63.4 47.38 ye 5.57 12.65 5.00 b 56 8.9 4.4. 
Anaconda Copper .......... 180.5 131.9 65.77 5.2 2.75 5.00 E 3.00 34 8.8 6.8 
Ue re 10.2 7.8 68.40 16.4 def3.83 .76 1.75 37 4.7 48.8 
Curtiss-Wright a Se 103.3 75.5 15.20 4.2 .02 def.47 25 6 4.2 fees 
Crane ....... pel esate ee th 64.4 19.9 42.32 6.2 3.41 5.18 2.60 31 8.4 6.0 
Elactric Boat... 17.4 10.7 17.09 14.0 1.98 37 1.00 15 6.7 40.0 
Kennecott Copper 252.4 240.2 43.90 5.0 2.13 8.49 4.00 51 7.8 6.0 
International Tel. & Tal. 97.7 96.3 42.32 4.2 def 1.57 def.47d Nil 13 ae 
International Nickel . ey ; 144.1 96.8 16.68 7.3 1.90 2.17 2.00 ¢ 27 7.4 12.4 _ 
Montgomery Ward 356.6 51.1 57.59 4.5 7.83 8.86 3.00 53 5.7 6.0 
National Crane... 14.4 8.4 34.32 16.0 5.23 4.41 2.50 27 9.3 6.1 
Pullman Pi 136.9 45.1 62.82 7.8 .64 4.50 E 3.00 46 6.5 10.2 
Penney, J.C. ...... : 103.3 67.7 16.23 a2 4.31 4.29 1.50 38 4.0 8.9 
Union Carbide & Carbon... 275.8 201.0 41.65 3.7 6.11 7.98 3.75 102 3.7 12.8 
United Aircraft ..... hin. 46.6 35.70 3.4 1.79 3.20 1.25 28 4.5 10.2 _ 
U. S. Leather. 14 6.3 14.36 5.6  defl.22 3 Nil 6 a 6.5 
[Soe Cee ; 548.6 526.9 150.38 2.3 7.28 11.71 5.00 73 6.9 6.3 _ 
WEIIOY 43.1 31.8 27.93 5.1 3.31 4.31 3.00 63 5.7 14.6 

E—Estimated. c—Less 15% non-residence tax. 

*—Latest indicated. d—9 months ended Sept. 30. 

b—Plus 20% in stock. 
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April 


The market made a fairish net 
gain for the month of March. 
This bettered the long term sea- 
sonal record, in which the num- 
ber of net declines for this month 
slightly exceeded the number of 
advances. The April record has 
been pretty close to 50-50: a few 
good gains, a few sharp declines, 
little change more often than not. 
In short, no seasonal tendency 
pronounced enough to be worth 
betting on. Forgetting the record, 
and going solely on the recent 
technical indications, if this col- 
umn had to bet it would bet up 
as the market direction for this 
April, barring war or a severe 
case of war-scare jitters. How 
much rise is something else again. 
Probably there is a formidable 
supply of stock to be absorbed in 
the upper reaches of the old 18- 
month trading range, which is to 
say within the area 180-186 of 


the Dow-Jones industrial average. 
Puzzle 


The proper application of bull 
or bear terminology to this mar- 
ket is getting to. be more and 
more of a puzzle, any way you 
look at it. Judging by the best 
available indicators, including the 
composite index of this publica- 
tion, it was certainly a bear mar- 
ket from the spring, 1946, high 
to the low of last May. What it 
has been since the latter point is 
the question. If it is still a bear 
market—to be proven only by de- 
cline of rails and industrials be- 
low the May, 1947, lows—it is go- 
ing to be one of the several long- 
est on record; for it is already 22 
months old and the successful 
outcome of February-March sell- 
off implies that another close test 
of the old low, if there is to be 
one, is probably. at least some 
weeks, maybe months, distant. On 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1947 1946 
6 mos. Feb. 29* $3.13* $2.49* 
6 mos. Feb. 29* 1.30* -95* 
Year Dec. 31 1.19 85 
Year Dec. 31 4.11 2.37 
Year Dec. 31 3.93 1.60 
Year Dec. 31 5.05 3.61 
Year Dec. 31 3.92 04 
Year Dec. 31 2.29 .80 
Year Dec. 31 3.20 1.79 
Year Dec. 31 4.48 1.27 
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~ the other hand, if it is a bull mar- 


ket—to be proven beyond any dis- 
pute only if the industrial aver- 
age rises above its rally high of 
last July and the rails better their 
previous 1948 top—then it has to 
be said that the first ten months 
of it, marked by trading-range 
meanderings and no significant 
net progress, look like no bull- 
market initial phase that this col- 
umn ever saw or can find on the 
historical charts. In short: in- 
scrutable. 


Anticipation 


According to an old saying, an- 
ticipation often is sweeter than 
realization. It is virtually always 
so in the stock market. From 
their bear-market lows to recent 
highs, the leading aircraft stocks 
had risen from 40% to over 
140%. The great bulk of this rise 
occurred long before Mr. Truman 
addressed Congress on the mat- 
ter of strengthened national de- 
fenses. Since the armament pro- 
gram became big news _ these 
stocks have mostly churned around. 
Probably there is good selling in 
them. 


Too Big 


Due to wartime growth and to 
higher costs, most of the big air- 
craft companies need really large 
volume to make money. Thus, 
even the ably managed Douglas, 
despite its strong position in the 
commercial transport field, lost 
about $2,140,000 last year on 
sales of $128,458,000; and with- 
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out a tax carryback credit the loss 
would have been over $14,780,000. 
Martin did less than $24,000,000 
worth of business and lost $19,- 
181,000, after allowing for carry- 
back credits of $20,707,000. It is 
believed that results of Boeing, 
Consolidated-Vultee and _ Lock- 
heed—not yet reported—were 
very drab. Against this the fairly 
small Grumman, in good with the 
Navy, earned a profit of $2,291,- 
000, or $4.58 a share, on sales of 
only $24,241,000. Barring war, 
the arms program may be more 
of a rescue for the biggest air- 
craft makers than a _ bonanza. 
Given war, there will be EPT. 
With respect to ability to profit 
on even moderate defense orders, 
Grumman is probably the least 
speculative of the group. But it 
has had the biggest advance. 


Others 


Again barring war, the “arm- 
ament” stocks boil down largely 
to aircraft. We’ve got a Navy, 
which needs only to be-“unwrap- 
ped” and manned. We have large 
amounts of stored ordnance and 
munitions. However, increased 
defense spending can markedly 
benefit a number of stocks which 
are not commonly thought of as 
“armament issues” in any sense, 
and which already have good 
earning power. Textiles are one 
such group. The rails are an- 
other. 


Textiles 


The anticipated uniforming of 
several hundred thousand addi- 
tional men in the armed forces 
will tend to prolong the boom in 
the textile field and defer the 
long-awaited softening of prices. 
Beneficiaries, to name only a few, 
should include American Woolen, 
Burlington Mills, Cannon Mills, 
Pacific Mills and Pepperell Man- 
ufacturing. The last named has 
the distinction of having paid 
some dividend in every year since 
1852. In the rayon branch, Amer- 
ican Viscose, Celanese and Indus- 
trial Rayon all have favorable 
prospects. 


For some months all news— 
expect the coal strike—has seem- 
ed to favor the rail stocks. Judg- 
ing by 1942-1945 results, few is- 
sues can surpass rails as “war 
stocks.” With a very large invest- 
ed-capital base, the excess profits 
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tax took a relatively light toll in 
this industry. If you consider 
buying rails a speculation on the 
armament program, the maxi- 
mum percentage probably is in 
the lower-priced and most specu- 
lative issues. For instance, when 
Army training camps were dot- 
ting the south, the reorganized 
Seaboard Air Line Railroad earn- 
ed from $16.01 to $31.92 a share 
on its common in the period 1942- 
1944, This is a high-leverage sit- 
uation, with only 850,000 shares 
of common (voting trust certifi- 
cates). Earnings this year, even 
without any arms _= stimulus, 
should be between $4 and $5 a 
share. The stock is around 16. 
It may be not far from some divi- 
dend payment. 


Sears 


Sears, Roebuck, largest retailer 
in the world, did $1,981,535,000 
worth of business in the year end- 
ed January 31; and netted $107,- 
739,000, or $4.56 a share on the 
stock, which is the sole capitaliza- 
tion. The sales and profit were 
new all-time records. The operat- 
ing profit margin was a little over 
9%, down moderately from that 
of the previous year and closely 
in line with margins in most pre- 
war years. This column can fore- 
see no reason why Sears should 
not do at least as well in the 1948 
fiscal year as it did last year. 
Selling at less than 8 times 1947 
earnings and yieiding 5% on the 
$1.75 dividend rate, this stock of- 
fers solid value at 35. The divi- 
dend is much more conservative 
in relation to earnings than were 
the distributions in all good pre- 
war years. Hence, it may be sub- 
ject to increase. 


Growth 


Consolidated Natural Gas is 
one of the _ best-situated com- 
panies in the strongly growing 


natural gas industry; and one of 
the very few utilities of any type 
with virtually no obligation ahead 
of the common stock. Profit set a 
new peak of $14,769,000 last year, 
against $12,595,000 in 1946. De- 
spite equity financing which in- 
creased share capitalization about 
20%, per share earnings of $4.51 
were only slightly under the 1946 
figure of $4.62. There are still 
some years of growth ahead, sug- 
gesting no change in the $2 divi- 
dend rate. Although yielding less 
than 4.3% at current price of 47, 
the issue is an attractive quality 
stock for long-term capital build- 
ing purposes. 


In Brief 


Copper prices and copper earn- 
ings will stay high as far ahead 
as this column can see, making 
such stocks as Anaconda, Kenne- 
cott and Phelps Dodge attractive. 
... The stock of Elliott Company, 
long established maker of heavy 
electrical equipment and a pio- 
neer in the gas turbine field, is 
an “interesting” special situation 
. . . Most retail stocks look over- 
sold and due for at least a rally. 


Sentiment 


Armament prospects and war 
crisis talk has pepped up stocks 
and market strength has helped 
business sentiment generally but 
the situation bears the seed of con- 
siderable conflict, especially in the 
tax field. It is not difficult to figure 
that extensive re-armament will 
keep plants busy, even those where 
activity has been waning some- 
what. But tax aspects are less con- 
structive. Lower taxes in the face 
of rising expenditures do not make 
sense, especially in view of the tre- 
mendous debt left over from the 
last war. Somehow this paradox 
will have to be reconciled, and 
when it is, the market may not be 
enthusiastic about the solution. 





















































DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1947 1946 
Birmingham Electric 12 mos. Feb. 29* $1.03* $2.17* 
Mueller Brass Feb. 29 quar.* 1.08* 1.36* 
Bristol-Meyers Year Dec. 31 2.66 4.90 
Chesebrough Mfg. Year Dec. 31 4.87 5.84 
mainte rm Ale Ei imesni oe sc cecc Year Dec. 31 53 1.46 
Sperry Year Dec. 31 2.79 3.65 
Woodall Industries 6 mos. Feb. 29* 1.30* 1.74* 
Phoenix Hosiery Year Dec. 31 2.79 3.63 
Rexall Drug Year Dec. 31 50 1.16 
Chicago, Gurl. & Gy 2 mos. Feb. 29* 2.42* 3.34* 

*For 1948 and 1947 
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: represent thousands of dollars in value 
! lowing conditions: 
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i: The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 


to you. It is subject only to the fol- 


I! 2. Confine your requests to three listed securities at reasonable intervals. 
: 3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 
§. Special rates upon request for those 


requiring additional service. 





Our Chart Measuring Market 
Support 

We find your publication to -be of 
great assistance to us. Of course, we 
also use other information to round 
out what we believe to be a fairly 
good method of determining future 
trends. In reading your magazine, we 
have noted your articles and read them 
carefully and in particular have been 
fascinated by your chart entitled 
“Measuring Market Support.” 

If you possibly can tell us very brief- 
ly how you arrive at the supply of and 
demand for stocks, we will be grateful 
to you. 

N. P. Corp., Milwaukee, Wisc. 

The market is a tug-of-war. 
Constantly shifting supply and 
demand for stocks produce the 
fluctuations. Successful invest- 
ment management requires abil- 
ity to judge which side has the 
greater pulling power plus the 
confidence to go with that side— 
based on a knowledge of past suc- 
cess. The aim of the chart is to 
depict the relative strength in the 
market of these opposing forces. 

How can they be measured? To 
determine demand, you must take 
all round lot transactions in 
stocks which show a rise for the 
day. Multiply the amount of each 
advance by the volume in each 
stock. Total the results and divide 
by total volume on the New York 
Stock Exchange. This final figure 
is weighted to our scale and 
charted. To determine supply, the 
same procedure is followed for 
all stocks that declined that day. 

Results have been good. Com- 
ing major market turns have been 
clearly forecast. Only recently, 
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near the October 1947 highs the 
chart urged caution and we ad- 
vised promptly to have one half 
of your funds liquid. The market 
dropped from 185.29 on October 
20 to 165.84 by February 11, 
1948. We believe that the chart 
will give a clear bullish signal 
when a strategic buying level is 
reached, probably within the next 
few months. 

Of course, this is only one of 
our important yardsticks. The 
relative action of our averages 
of the 100 most active high priced 
stocks vs. the 100 most active 
low priced stocks is revealing. So 
also, are our business cycle 
studies. Supporting these are 
analyses of our 46 individual in- 
dexes plus our point-and-figure 
charts on the individual company 
shares. Basic, too, are our inter- 
pretations of news events, earn- 
ings and dividend announce- 
ments, fiscal policies, happenings 
in Washington and abroad. 

Pacific Lighting Corp. 

Please furnish gross revenues and 
net profit of Pacific Lighting Corp. 

P. F., Berkeley, Calif. 

Pacific Lighting Corp., second 
largest natural gas distributor, 
for the year ended December 31, 
1947, preliminary before final 
audit, showed consolidated net 
earnings applicable to common 
stock of $7,810,252 or $4.86 per 
share. This compares with earn- 
ings of $7,779,833 or $4.84 per 
share for the preceding year. 
Gross revenues for the current 
year reached a new high of $77,- 





008,804 reflecting increased rev- 
enues from domestic and commer- 
cial customers in the amount of 


$1,708,022 and from industrial 
customers in the amount of 
$7,176,571. Both these increases 
were occasioned almost entirely 
by the increase in the number of 
customers «served which increase 
was without precedent in the his- 
tory of the system. The increase 
in revenues from industrial cus- 
tomers rose through the ability to 
furnish more gas to those cus- 
tomers and, in part through the 
application of increased prices 
which, under certain contracts. 
fluctuate with the price of fuel 
oil. Operating expenses, including 
maintenance, were $44,133,991 
for 1947 compared with $34,601,- 
152 for the previous year, an in- 
crease of $9,532,839. This in- 
crease reflects $4,689,498 for cost 
of gas for resale, $1,283,039 in 
maintenance charges and $3,506,- 
311 in operating expenses. Total 
taxes for 1947 were $1,008,264 
less than for 1946 reflecting a 
reduction in Federal and State 
taxes on income and an increase 
in city and county ad valorem 
taxes. The provision for property 
requirements was $431,426 more 
than for the previous year. Divi- 
dends in 1947 amounted to $3.00 
per common share. Prospects for 
1948 continue favorable. 

Company proposes to offer 
rights to subscribe pro rata for 
321,726 common shares at $40 
per share on basis of one share 
for each 5 shares held of record 
April 15th. Rights expire April 
30th. 

Simonds Saw Steel Co. 
Please report earnings, dividends and 
financial condition of Simmonds Saw 
& Steel Co. 

C. A., Augusta, Maine 

Consolidated net income of 
Simonds Saw and Steel Co. for 
1947 amounted to $2,853,009 
after provision for Federal and 
Canadian taxes. These earnings 
amounted to $5.74 per share on 
the 497,000 shares of common 
stock outstanding and compare 


( Please turn to page 46) 
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Kdening Alrecst of Industrial 


« and Company News + 





United Engineering and Foundry Company re- 


-ports that due to increasingly heavy demand from 


domestic and foreign sources, unfilled orders are 
not only at a new all-time high but are sufficient 
to permit the company to operate at capacity pro- 
duction for several years to come. 

The United States Lines has purchased six Victory 
ships from the Maritime Commission for operation 
in its North Atlantic trades. Total cost is $5,275,- 
000, with a down payment of $1,318,750. The vessels, 
which are in condition for immediate service, will 
increase the company-owned fleet by 15%. 

General Electric announces that the major por- 
tion of its new $25,000,000 plant at Electronics Park 
in Syracuse, New York, will be used for the produc- 
tion of television receivers and broadcast equipment. 
A. A. Brandt, general sales manager, predicts 12,- 
000,000 television sets will be in use by 1953. 


Raytheon Manufacturing Company will manufac- 
ture a new and complete line of television station 
equipment. Both low power and high power tele- 
vision transmitters will be made. Portable camera 
chain equipment will be produced for both pickup 
and studio use, together with special station terminal 
equipment. 


M. W. Clement, president of the Pennsylvania 
Railroad, announces the placing of orders for 114 
additional Diesel-electric locomotives and 2,300 
freight cars. This will bring the railroad’s post war 
orders for new equipment to 374 Diesels, 440 freight 
cars, and 395 passenger cars, costing approximately 
$149,000,000. 


Campbell Soup Company has purchased the V-8 
products business from Standard Brands. The trans- 
action involves the transfer of the trademarks and 
manufacturing facilities used in the production of 
V-8 vegetable juice, V-8 tomato catsup, and other 
related food products. 


American Viscose Corporation is preparing to put 
into production the spinning machines it was forced 
to close down because of wartime demands for heavy 
dernier yarns. The increased spindle capacity is ex- 
pected almost to double the yardage of rayon pro- 
duced at the end of the war. 


Monsanto Chemical Company has developed a new 
flame-resisting coating for upholstered outdoor fur- 
niture, known as “Ultrasol.” Applied to paper or 
fabric, the product gives either a smooth, colorful 
finish or a decorative leather-like effect; it is equally 
effective in pastels or bright shades. 


Mergenthaler Linotype Company announces the 
development of an electronic control designed to aid 
in the casting of uniformly even and regular type 
faces. The instrument controls the temperature of 
the melted type metal which feeds the linotype 


APRIL 10, 1948 


machines. 

According to the American Meat Institute, sixty- 
seven leading meat packing companies made an av- 
erage profit of approximately 1-1/3 cents on each 
dollar’s worth of sales in 1947. The same companies, 
doing more than 70% of the country’s meat busi- 
ness, made 1.9 cents profit per dollar of sales in 1946. 


The building industry broke all previous records 
last year by putting 750,000 single family houses 
under construction. This was 24% higher than the 
previous peak year in 1941 and 31% higher than 
the 572,000 single-family units started in 1925, 
which was the peak year for all housing construction. 


The National Industrial Conference Board reports 
that an increase of approximately two billion cubic 
feet of natural gas capacity was added daily during 
1947. This is equivalent to supplanting about 80,000 
tons of coal daily, or adding 29,000,000 tons on an 
annual basis to the coal stockpile. 


Westinghouse Electric Corp. has developed a cam- 
era than contains a tiny furnace to take close-up 
pictures of hot metals. Such photographic studies 
are expected to be of material assistance in the 
continual search for new metals and alloys that will 
withstand rust and corrosion. 

B. F. Goodrich Co. and a major automobile con- 
cern have developed a new synthetic adhesive for 
fastening brake linings to brake bands. At present 
the adhesive is used in the automotive company’s 
commercial vehicles; ultimately it is expected to go 
into its passenger cars. 

The Crosley Division of Avco Manufacturing Corp. 
is introducing five 1948 Shelvador refrigerator mod- 
els to distributors and wholesalers. Retail prices, 
according to I. Smith, refrigerator manager of the 
division, will be 7% to 16% under those for com- 
parable 1947 models. 

M. W. Kellogg Company has unveiled its stream- 
lined version of the conventional textile loom on 
which, it claims, weaving speeds can be increased 
from 30 to 40 per cent. After two years of develop- 
ment work, deliveries are being made to cotton and 
rayon mills throughout the country. 


According to J. E. Bassill, president of North 
American Rayon Corporation, the rayon industry in 
the United States has increased its annual produc- 
tion from about 380,000,000 pounds in 1939 to a 
present rate of about one billion pounds. Still, he 
says, the demand continues to exceed the supply. 


J. A. Gazelle, sales manager, predicts that national 
defense needs, plus unsated civilian demands, will 
lift Carrier Corp’s 1948 sales of commercial refrig- 
erators and air-conditioning equipment at least 25% 
above 1947 record output. He foresees expanded 
markets in many fields. 
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What 5 Dhead 


There is no mistaking the marked reversal in business senti- 
ment—from recession fears prevalent only a few weeks ago to 
the growing belief that deflation prospects are rapidly fading, 
that renewed inflation may 
ly rs ve around the neers 

that business prospects tor a 
ee ACTIVITY considerable local will 
ER CAPITA BASIS ‘ 

M. W. S. INDEX be largely determined by 
the amount of defense spend- 
ing now getting under way. 
It's too early to say what it 
will all mean in terms of ex- 
act business potentials, of 
earnings for corporations, 
except that a continued high 
| level of both appears as- 
sured despite the likelihood 

en of many cross currents in the 
. AGO overall picture. 

Still, a slight slowing down 
in business as envisaged in 
“ = the recent weeks is likely to 
Rd materialize before the pre- 
AGO paredness boom takes hold, 

-to be followed by a quick 
reversal, however. In view of 
the “new look” of things, 
commodity prices have been 
hardening with metals par- 
ticularly in demand, and 
generally, sellers’ ideas are 
stiffening. In short, the post- 
war boom that just started 
to deflate, will be inflated 
again according to all indi- 
cations. 
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The Coal Strike 


110 There are, however, some 
immediate worries of in- 
creasing seriousness. They 
stem from the coal strike, the 
end of which is nowhere in 
sight as this is written. Even- 
tually, and sooner rather than 
later, it will affect a widen- 
ing number of industries be- 
ginning with steel, whose re- 
sistance to the strike may 
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soon be approaching the breaking point. So far, steel opera- 
tions have been curtailed only moderately, with the mills ap- 
parently gambling on a short mine walk-out. Coal stocks are 
now dangerously depleted, portending far sharper production 
cuts in the near future. 

What this will mean to the overall business picture is not 
difficult to imagine. Rail freight service will be cut drastically 
if the mine shutdowns continue a week or two longer. This on 
top of a 25% reduction in mileage by coal-burning locomo- 
tives which went into effect last week. Such a further restriction 
in the movement of freight is bound to affect all business, just 
as a sharp cut-back in steel output will immediately hit major 
steel consuming industries since steel inventories generally are 
meager. 

Steel supplies, especially of rolled products, are critically 
tight. The automobile industry, but also all other steel users, 
would feel the pinch quickly and the resultant deterioration of 
general industrial activity could become quite a serious matter, 
eliminating any expectations of new 1948 production records. 
Unless of course Mr. Lewis and his coal miners quickly see the 
error of their ways—and at this writing, there is nothing to indi- 
cate that they do. The Government of course might become 
more “persuasive.” 

Retail Trade 


Pre-Easter retail business has been neither too good nor too 
bad. It improved sufficiently, in a last minute upsurge, to keep 
it from being too disappointing; yet in spite of this, business 
generally was “barely satisfactory” according to the trade 
concensus. Total dollar volume was slightly above that of a 
year ago but unit volume remained below; people had to pay 
more money for less goods—they know it and don't like it. 

Yet there appears a silver lining in the retail trade outlook: 
Offered a proper incentive (either lower prices or better quality), 
consumers are buying, and with post-Easter mark-downs due 
in most lines, this may stimulate activity a good deal. In fact 
most retailers look for a slow but steady upward trend in sales 
during the next three months, with ee fener wage increases 
and tax reduction acting as further “shots in the arm” of the 
consuming public. 

The expectation still is that soft goods prices may decline 
fairly substantially between now and the year end unless mili- 
tary purchasing is greatly accelerated. And any such decline, 
it is widely thought, is bound to result in larger sales. Due to 
high prices, “trading down” has become popular among wide 
consumer circles; rumors of price cuts, additionally, have in- 
duced a good deal of buying conservatism. Actual price cuts 
are likely to change this attitude, bring out deferred demand. 

Withal, Easter business, though disappointing, has not been 
too bad. But retailers accustomed to record seasons are apt to 
decry any levelling off in volume. 
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The Business Analyst 





MONEY AND CREDIT—Bank credit continues to contract, 
reflecting current moves to restrain its growth as an anti-infla- 
tionary measure, but a reversal of this trend might conceivably 
follow in the wake of the new conditions under which our 
economy is likely to operate once preparedness spending gets 
under way. Particularly, if wages and prices rise, business will 
need more capital, and the need might be intensified, should 
a new wave of inventory buying begin in anticipation of a 
general uptrend in prices. Over the long range, renewed Gov- 
ernment deficit spending looms as a real possibility; if it mate- 
rializes, the money supply is bound to rise more rapidly. Mean- 
while interest rates have continued to harden on commercial 
lending. The influx of gold continues steadily, though not - 
tacularly, with total gold stocks currently more than $2!/2 billion 
over a year ago. 


TRADE—A late upsurge in Easter trade throughout the coun- 
try gave retailers some hope that the pare slow buying pace 
is quickening but Easter buying nevertheless fell behind earlier 
expectations. Department stores, nationwide, during the week 
ended March 20 were 9°/, greater than in the corresponding 
week last year. In five Eastern cities, the gain was only 3%. 
New York City sales during the week ended March 27 rose 8%, 
above the year ago level. Retailers are looking for the slow, 
steady gain to continue. 


INDUSTRY—Business activity began to feel the impact of the 
coal strike with our Business Activity Index—on a per capita 
basis—dropping from 159.0 to 155.9 during the week ended 
March 27. A further drop appears inescapable barring a quick 
settlement of the miners walk-out. Coal production within one 
week dropped from a weekly output of 13.3 million tons to 4.3 
million tons, And hit by dwindling coal supplies steel producers 
have curtailed sidiies to 89.4%, of capacity from the previ- 
ous level of 95.7%. Car loadings also declined sharply. Up to 
early March, the behavior of weekly business indicators failed 
to i any weakening during the period of incipient price 
realignment, but the coal strike has quickly changed this. 


COMMODITIES—Farm prices recovered markedly in March 
after one of the sharpest drops in February but the price reac- 
tion in many lines has all but been wiped out by now. The drop 
failed to spread much beyond farm prices, and even these 
have started up again. The resultant retail food price decline 
came to a halt in mid-March, followed by scattered advances 
with the net effect that there has been little change in the total 
price of a market basket of food. In the week ended March 20, 
the BLS food price index rose 3%, the farm products index 
1.5%, while the general wholesale commodity price index was 
up 1.1%. In other words, price deflation has not only halted, 
but a reversal has set in, a trend that may be further strength- 
ened in the future. 


oO. 


Newsprint Production in North America in February was 
427,444 tons against 433,807 tons a year ago. Shipments, how- 
ever, rose to 408,937 tons from 406,777 tons in February, 1947. 
For the first two months of 1948, compared with the same span 
in 1947, Canadian production was 0.7%, higher, United States 
output 6.3%, lower, that of Newfoundland 14.5%, lower. 

a ae 

The ratio of U. S. Paper Production to mill capacity for 
the week ended March 20 was 103.1% compared with a re- 
vised figure of 100.9% for the preceding week and 105.8% 
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for the corresponding week a year ago. While tonnage produc- 

tion was 10.4% greater, because of a 13.3% increase in 1948 

capacity this year’s output ratio is actually lower. Maintenance 

of current high rate of production is increasingly dependent on 

adequate coal supplies. Mills would suffer substantially after 

about 30 days, should the coal supply fail to go back to normal. 
e © «@ 


The coal strike in its first week brought a production loss of 
about nine million tons of Bituminous Coal. This dropped 
production for the year to March 20, already trailing last year’s 
output by about 8 million tons, fully 17 million tons behind 
1947, Only 134.8 million tons of soft coal were mined from 
January 1 through March 20, while 151.4 million tons were 
mined in the same period a year ago. 

*  *  * 

As a direct consequence, Car Loadings during the March 
20 week declined 12.1 per cent, principally because 114,436 
fewer coal cars were loaded. Throughout the year, loadings 
have trailed behind 1947 but this trend is now deepened. If 
prolonged, it will hit sharply elsewhere. 

<“ . * 

As coal stocks melted, operations of the Steel Industry are 
plummeting to 89.4% of capacity. With the exception of the 
1947 Christmas week, it is the first week in which output has 
fallen below 90%, since September 15 last year. The current 
rate is equivalent to production of 1,611,400 net tons of ingots 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
MILITARY EXPENDITURES—Sb (e) | Mar. 034 1.20 05 1.55 (Continued from page 37) 
Cumulative from Mid-1940 Mar. 364.3 364.0 349.5 13.8 and castings, compared with 1,725,000 
tons in the precding week. Progressively, 
FEDERAL GROSS DEBT—$b Mar. 9 254.0 254.6 = 260.7, = 55.2 | _ henceforth, the operating rate is due for 
further and possibly sharp paring, with the 
MONEY SUPPLY—Sb ae — 413. «474457261 __| @ffect Spreading to all principal steel con- 
Demand Deposits—94 Centers____| Mar. : suming industries which eventually may see 
Currency in Circulati en 0t — i 10.7 | their volume of business forced down to up- 
BANK DEBITS—13-Week Avge. profitable levels. ee 
New York City—$b Mar. 3 10.1 883 7.97 = 4.26 So far, the Automobile Industry, 
93 Other Conters—$b veste ead — i 6 ey dependent on none too ample a 
supplies, has not been affected. Output in 
PERSONAL INCOMES—Sb (cd3) mee = ae oe eo week ended March 27 declined slightly to 
Salaries and Wages______— ae 546 540 458 229 | 104,004 cars and trucks compared with 
Proprietors’ | a “hel 158 15% 140 10.0 | 09,701 units in the previous week, mainly 
— ~ a i ro ale aa ned a a cut-back Ford in preparation 
< ; : ; ; . ‘ 
cae _ Se | don. <7 <a. ae 101 | forthe switch to baa 
Undoubtedly, Industrial Production 
CIVILIAN eyecare (eb) nig yr = pe generally which was heading for a new 
Agricultural Employment ( seer any oe ide ree 138 ostwar peak in March, has been set down 
Employees, penane’ )— Feb. 53 5.4 54 48 ener by the coal walk-out, and March out- 
Employees, Government (Ib) oe ny a men 3.8 | put figures for a number of industries will 
UNEMPLOYMENT—m (cb) a ; 4 ; ; show the effect. Latest ne wares 4 
Jan. 157 158 153 47 ures show that industrial production in Feb- 
earn e-em _ lien 183 184 178 175 ruary held at the postwar high of 193% of 
ii. Geads Jan. 136 138 133 123 the 1935-39 average for the second con- 
og LLS (1b4) Dec. 357 345 306 198 secutive month, despite cold weather and 
PACTORY PAYRO the commodity price break, with a small de- 
FACTORY HOURS & WAGES (1b) cline in output of durable goods, caused by 
Weekly Hours Jan. 40.6 = 41.1 40.6 40.3 | unfavorable weather, offset by a rise in soft 
Hourly Wage (cents) Jan. 128.9 127.7 1166 78.1 | goods production, eles 
Weekly Wage ($) Jan. 52.27 52.51 47.10 31.79 else il ° ss 
y en e seed man — 
1.2 161.5 159.8 149.0 92.2 | Maintained at the record January level. 
erect —_ ri . 190.3 1884 172.7. 116.2 | Distillers Output of alcoholic beverages 
" rose sharply following the end of grain con- 
COST OF LIVING (1b3) ae 168.8 167. 153.3 110.2 | trols. Output of Manufactured Food 
Food Hie 209.7 206.9 1838 113.1 Products remained high despite a further 
Clothing ae, 192.1 191.2 179.0 113.8 | decline in meat in meat production. Output 
amen mec 115.9 115.4 1088 107.8 | of Minerals wi 4 close to the January 
, level even though bituminous coal produc- 
RETAIL TRADE—Sb tion dropped 4%. On the other hand, gains 
Retail Store Sales (cd) ine 9.72 12.66 8.24 4.72. | were chalked up for anthracite, crude petro- 
eihte Raids as, 2.31 2.% 1.84 1.14 | leum and the metals industries. 
" ia Gun _ ne ae a res That the Government is well aware of the 
re sales rj —_______ . . . . x . ° . 
a sinc eade, uad-ehe, Ath. | don. aes nee eae 5.46 implications of stepped up Defense 
— is revealed td a recent state- 
: ment of the Bureau of Labor statistics, hold- 
Spee ean tend Dec. 252 267 24) 181 ing that eg eae national defense pro- 
anions “a 291 306 271 221 lect e an extremely important 
eahiGenhle Oenks Dec. 228 244 223 157 an In ‘ Ing up A employment 
Shipments (ed2)Totel “i 390 329 27% 184 in the near future. i prices and employ- 
sth cot oe po 299 223 ment are near peak records now. Demand 
Durable D s00 a5 266 158 for metals, chemicals, textiles, shoes, cloth- 
Non-Durable Goods we ing wey ye items could play a big part in 
possibly shattering these records, the Bu- 
res End Mo. 7 412 418 «= 349 ~—«-26,7_| teau indicated, Just the talk of a defense 
Manufacturers’ Dec. 27-24 62 “2 | eee oer _ wats commodities. 
Wholesalers’ Dec. 75 74 6.9 7 In the light of this, recent Price Declines 
Retailers Dec. 10.0 10.9 ved 4 in the field of certain finished goods may 
Dept. Store Stocks (mrb) Jan. 19 22 im '4 | have little permanence, nor may we expect 














38 


THE MAGAZINE OF WALL STREET 

























































































































































































Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
) Date Month Month Ago _— Harbor 
B “— Ti. Mar. 27 155.9 159.0 162.0 141.8 much further softening of prices where such 
r (M. W. S.) P Mar. 27 175.1 178.6 = 178.9 ~—146.5 a trend has been indicated. Shoe prices, for 
e INDUSTRIAL PROD.—1—np (rb) | Feb. 193 193 189 174 one, are expected to tend lower to stimulate 
\- Mining Feb. 155 155 146 133 post-Easter business; but if hide prices re- 
e Durable Goods, Mfr.___ ne Fon ns oo o> advance, shoe manufacturers will have little 
)- Non-Durable Goods, Mfr___ leeway despite the fact that production cur- 
CARLOADINGS—t—Total Mar. 20 700 792 844 833 rently is outrunning demand. Already the 
Manufactures & Miscellaneous Mar. 20 383 3% 386 379 packers strike has brought a distinct harden- 
I, Mes. Leu a = — y- — - ing of leather prices. Whether this will be 
| rain . shortlived and whether defense prepara- 
n ELEC. POWER Output (Kw.H.)m_ | Mar. 20 5,145 5,285 4,786 3,267 tions will affect the leather and shoe markets 
° : 
, SOFT COAL, Prod. (st) m Mar. 20 43 13.0 12.7 10.8. | has not yet been determined, but it well 
«le tage Rang Mar. 20 134.8 = 116.2 151.4 446 may. 
Y Stocks, End Mo Se ae 49.6 52.2 49.7 61.8 rae Se 
n Indicative of the trend of industrial Raw 
PETROLEUM—(bbis.) m a > ‘ , 4, | Material Prices has been the trend re- 
Crude Output, Daily-_________} ar. : - - : versal i R M ials S$ Ind 
. Mar. 20 113 Hl 104 86 n our Kaw Materials Spot Index, 
n Gasoline Stocks . . 
Fuel Oil Stocks Mar. 20 48 48 43 94 which climbed from 151.7 on March 20 to 
w Heating Oil Stocks Mar. 20 31 33 35 55 153.5 on March 27 and shows every sign 
in ~ | of furth d Metals pri firm- 
Mar. 28 530 522 472 632 be urrner aavance, etais prices are tirm 
ws LUMBER, Prod. (bd. ft.) m Jan. 5.7 5.5 4.8 12.6 | ing, and so have cotton, wheat, corn, even 
‘ll Stocks, End Mo. (bd. ft.) b__-— ; z 7 
omg ons aad pre ia sugar and rubber. Price deflation, as previ- 
J STEEL INGOT PROD. (st.) m a 5.5 54 46 12.6 | 0Usly opined, appears to have halted. The 
- Cumulative from Jan. |____ , | scope of any trend reversal will largely 
J ENGINEERING CONSTRUCTION | ,, os a ‘ oat hinge on the impact and extent of the new 
o AWARDS—S$m (en) Sher 36 ‘aaa (ger kas Gan preparedness program. 
id Cumulative from Jan. |_| , Re: ’ iis “a ae te 
MISCELLANEOUS Non-farm wee as in February in- 
MA Paperboard, New Orders (st)t.....| Mar. 20 157 188 156 165 creased by nearly 300,000 from January to 
tt Wood Pulp Stocks, End Month (st)t..| Jan. 91 99 75 98 50.4 million but was 600,000 short of the 
U. S. Newsprint Consumption (st)t.. | Jan. 382 429 355 352 . ie 
Do., Stocks (mpt) End Month (st)t} Jan. 529 516 457 523 peak ea “ 2 wig bn decline is 
4S Pneumatic Casings Production—m.__| Jan. 7.8 8.0 8.5 4.0 essentially seasonal, but more than occurred 
aI. Anthracite Coal Production (st)m._. | Jan. 4.9 4.9 5.1 3.8 a year ago. 
Bs b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
n- seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
d Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. !b2—Labor Bureau 
er (1926—100). !b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
t and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
- Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Theusands. 
ry 
Ic THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
ns 
ae No. of 1948 Ind (Nov. 14, 1936, Cl—100) High Low Mar.20 Mar. 27 
Issues (1925 Close—100) High Low Mar. 20 Mar. 27 100 HIGH PRICED STOCKS... 84.05 75.27 79.3 79.7 
312 COMBINED AVERAGE _._._ 133.1 119.0 127.9 129.2 100 LOW PRICED STOCKS... 152.71 135.10 150.3 152.7 
he 4 Agricultural Implements _ 212.0 178.8 190.3 190.8 6 Investment Trusts wi SOG 50.0 54.6 53.8 
se Il Aircraft (1927 Cl—100)_. 183.5 134.3 183.5C 183.3 3 Liquor (1927 Cl—100)___ 747.7 637.7 726.6 688.6 
e- 6 Air Lines (1934 Cl—100)_. 513.3 430.3 513.3B 510.3 ? Machmery «IGT 136.8 154.4 151.1 
d 6A t 90.3 78.7 87.6 88.3 3 Mail Order ss s«é'00«8 89.8 96.3 97.0 
a 13 Automobile Accessories __. 201.5 171.1 186.6 187.3 3 Meat Packing ____ > —s«*w'08.8 92.0 98.1 98.7 
‘0- 12 Automobiles 0 = 384 31.4 34.4 33.3 13 Metals, non-Ferrous _._.___—*1.60. 138.0 158.4 154.3 
nt 3 Baking (1926 Cl—I00)___ 18.9 16.4 16.9 16.8 4 Paper 413 34.1 375-376 
nt 3 Business Machines _.....__. 267.2 224.7 237.2 233.3 24 Petroleum, 2322 199.5 209.2 215.6 
2 Bus Lines (1926 Cl—100).._._ 149.3 133.4 142.1 139.2 19 Public Utilities. = ==Es«*'08.7 97.8 103.1 102.5 
yr 5 Chemicals 244.1 221.6) 236.3) 238.5 5 Radio (1927 Cl—!00)___ 20.7 17.6 20.1 20.1 
nd 2 Coal Mining .....-. sistas Ca 14.7 15.8 15.9 8 Railroad Equipment _____ 61.9 52.9 57.8 57.3 
th- 4 Con ication 46.7 42.3 46.6 46.5 24 Railroads 23.3 20.5 22.6 22.5 
in 14 Construction 64.2 56.6 60.0 60.2 3 Realty 23.9 21.1 22.7 22.4 
; fT Continers pe ea 287.1 301.3 303.9 2 Shipbuilding _ «32.97 102.3 130.3 132.9A 
ue 9 Copper & Brass_._..__._.__._ 106.8 92.0 106.8B 106.7 3 Soft Drinks _. Ei 434.6 441.6e  434.6e 
ise 2 Dairy Products #568 50.7 53.2 53.3 14 Steel & Iron. sCéi‘z‘VNV 96.2 105.5 100.7 
5 Department Stores 611.7 53.9 56.8 56.8 3 Sugar 50.5 44.8 46.5 46.4 
6 Drugs & Toilet Articles. 172.4 149.8 161.7 161.9 2 Sulphur 240.0 206.6 231.6 230.5 
es 2 Finance Companies _.__. 221.7 199.4 221.7 216.8 5 Textiles 140.0 118.9 128.0 130.9 
7 too branes —2 NFS 152.8 161.6 162.2 3 Tires & Rubber. 31.3 27.5 28.7 29.0 
ay 2 Food Stores _______ 67.5 59.7 60.8 60.8 6 Tobacco 69.3 62.4 65.0 65.1 
oct 3 Furniture 80.8 70.9 74.3 79.9 2 Variety Stores sss 319.5 286.9 295.9 298.6 
= 3 Gold Mining 758.1 694.2 716.4 709.4 17 Unclassified (1947 Cl—100) 100.8 90.0 96.2 93.9 
ET New HIGH since: A—1945; B—1947; C—1946. New LOW since: b—1947; c—1945; a—1946; e—1944. 
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Trend of Commodities 





Persistent buying of cash wheat by the Government resulted 
in higher prices for that commodity with the May delivery on 
March 27 selling at the highest level since March 6, up about 
18c a bushel from the low mark of the respective week. Govern- 
ment purchases of cash wheat since March 12, when the buying 
program began, exceeded 13 million bushels. While consider- 
able grain that was sold earlier in the month was apparently 
unhedged, there was aggressive buying of futures to remove 
hedges. This had considerable ieleute on price-making. 
Nearly 11 million bushels of wheat in the form of flour were 
taken early this month, Purchases last month to March 27 were 
25 million bushels out of total needs of 68 million bushels to 
cover Government requirements to June 30. Due to the favor- 
able outlook for the new winter wheat crop, it would not sur- 
prise the grain trade if the Government announced shipment 


of an extra 50 million bushels abroad out of the 1947-48 crop. 
This would raise the total to 500 million bushels. Corn showed 
a relatively heavy undertone due to lack of aggressive new out- 
side buying. Cash premiums advanced slightly although proc- 
essing interests were out of the market for a month or more. 
Leading industrial users were reported to have curtailed their 
grind owing to a slow demand for corn products in general. 
Cotton was featured by pronounced strength in spots and near- 
by futures but prior to that, day-to-day movements were irregu- 
lar and reflected a trade tendency to move cautiously pending 
final action on the ERP and related problems. The semi-final 
report on 1947 ginnings had little effect since it showed a total 
about in line with general trade expectations. The spread be- 
tween export prices of Brazilian and American cotton widened 
sharply, continuing the recent trend. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I‘Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Mar.25 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities 317.6 315.6 319.6 352.6 343.0 336.8 156.9 
11 Imported Commodities_ 273.5 274.1 282.7 312.5 308.5 290.6 157.5 
17 Domestic Commodities_ 349.8 345.7 346.1 381.3 367.3 370.5 156.6 


RAW MATERIALS SPOT INDEX 
DEC. JAN FEB. MAR. 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1948 1947 1945 1943 1941 1939 1938 1937 
164.0 95.8 92.9 85.7 78.3 65.8 93.8 
126.4 93.6 89.3 743 61.6 57.5 64.7 


163.6 
150.6 


High 
Low 
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Date 2Wk. I'Mo. 3Mo. 6Mo. IYr. Dec.6 
Mar.25 Ago Ago Ago Ago Ago 1941 


7 Domestic Agriculture — 373.1 367.0 352.8 415.6 392.8 354.4 163.9 
12 Foodstuffs 395.6 388.5 384.3 444.3 424.3 418.5 169.2 
16 Row Industrials 267.3 267.7 277.4 296.2 289.1 285.9 148.2 


COMMODITY FUTURES INDEX 
DEC. JAN. FEB. MAR. 
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Average 1924-26 equals 100 
1948 1947 1945 1943 1941 1939 1938 1937 








High 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low 146.83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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Investment Audit of 
American Brake Shoe Co. 





(Continued from page 29) 


$4.11 per share last year, attest- 
ing to confidence by the manage- 
ment in the company’s outlook 
and financial status. 


In studying 1947 operations of 
this concern, it seems clear that 
sharply higher sales permitted 
per share earnings to rise to $4.11 
compared with $3.51 in 1956. Pre- 
tax margins narrowed slightly to 
6.8% against 7.7% in the pre- 
vious year, but the spread might 
have been wider except for the 
substantial rise in materials costs. 


Despite the steady rise in wage 
costs in recent years, their per- 
centage of sales has remained ex- 
ceptionally stable in the experi- 
ence of American Brake Shoe, 
reaching over a ten-year period 
a high of 37% in 1946 and de- 
clining to a low mark of 31.8% 
last year. Higher taxes, however, 
reduced 1947 final profit margins 
to 4.2% of volume compared with 
5.2% in 1946, though last year’s 
showing in this respect was 
slightly better than the average 
during war years. Since net prof- 
its in the 1939-41 period averaged 
close to 8% of sales, the effect of 
higher costs and taxes is very 
noticeable. 


The capital structure of Ameri- 
can Brake Shoe Company at pres- 
ent is fairly simple, consisting of 
195,651 shares of 4% convertible 
preferred outstanding and 995,- 
507 shares of no par common. 
There is no funded debt. At times 
in the past when the company 
needed additional capital, share- 
holders and employees have sup- 
plied its main requirements in 
surprising manner, sometimes 
through the purchase of new pre- 
ferred and occasionally in the 
form of new common. In refi- 
nancing, the dividend rate on the 
senior stock has been reduced 
from an original 7% to 514%, 
and then again to 4%. The 514% 
preferred, convertible like the 
4% issue largely subscribed for 
by stockholders last year, was 
substantially reduced in 1937 by 
conversions into common. As mat- 
ters now stand, two million 
shares of common have been au- 
thorized to allow for possible fu- 
ture conversions prior to October 
1, 1957 at a price of $44.44 per 
share. Since the common recently 
sold around 37, the chances are 


APRIL 10, 1948 


strong that in due course the con- 
version privilege will again be- 
come valuable. 

Looking ahead, the potentials 
of this concern for continued high 
level activity seem bright, and 
the experienced management can 
be counted upon to make the most 
of a good opportunity. The 61 
plant superintendents of Ameri- 
can Brake Shoe, as well as the 
13 officers, have been with the 
company for an average of 24 
years and all are still in their 
prime. 

The current race by the rail- 
roads to acquire new freight cars, 
of which more than 121,000 are 
now on order, is not likely to 
slacken soon, because of heavy 
car retirements. Then improve- 























BALANCE SHEET ITEMS DEC. 31, 1947 
‘000 omitted) 
Change 
from 
ASSETS 12/31/40 
OS +$ 2,484 
Marketable Securities. 123 
Receivables, Net ... 10,138 + 5,653 
Inventories _......... . 14,770 + 8,328 
TOTAL CURRENT 
ASSETS ........... 31,970 -+ 16,606 
Plant and Equipment... 55,667 + 29,861 
Less Depreciation ...... 24,671 + 12,736 
Net Property .............. 30,996 + 17,125 
Other Assets ........ 4,713 — 1,222 
TOTAL ASSETS . $67,679 +$32,508 
LIABILITIES 
Accounts Payable and 
Accruals .................... $ 6,408 +$ 3,252 
Reserve for Taxes... 2,834 + 2,834 
Other Current 
Liabilities 2. ; ae 39 
TOTAL CURRENT 
LIABILITIES 0. 9,242 + 6,047 
NeSeIVES. 822.5 437 — 313 
Capital —............ 34,940 -— 16,932 
CULL eee ae a . 23,060 + 9,842 
TOTAL LIABILITIES... $67,679 +$32,508 
WORKING CAPITAL’ $22,728 +$10,558 
CURRENT RATIO... 3.4 — 14 





range of high—50, low—36, and 
with the 1948 range of high— 
4214, low 3614. In the 1936-45 
period, the stock sold as high as 
8034, and in 1946 topped 60. The 
improved earnings capacity of the 
company last year was reflected 
by advance of the quarterly divi- 
dend to 60 cents per share in the 
second quarter from previously 
50 cents, and again to 70 cents in 
December. Altogether, last year’s 
disbursements of $2.50 per share, 
at current price, afford a yield of 
614%. 

Despite the fact that on March 
15, this year, a payment on the 
common of only 40 cents was or- 
dered, total 1948 disbursements 
should at least match last year’s 
on basis of excellent earnings in- 
dications from expanded facili- 
ties, despite varying quarterly 
payments. If expected benefits 
from the improvement and ex- 
pansion program fully material- 
ize, this year’s earnings and divi- 
dends may well be higher. Un- 
filled orders of $27.4 million on 
December 31, 1947, were little 
changed from six months earlier 
and represent about three 
months’ production at the recent 
rate of operations. Since much of 
the business is servicing, how- 
ever, order replacement is quick 
—often almost automatic. For the 
same reason, also, large inven- 
tories are not required. 

The current price-earnings ra- 
tio of the common of about 9 
(on basis of 1947 earnings) at- 
tests to fairly optimistic market 
judgment regarding the nearer 
term profit outlook for the com- 
pany. At current price of around 
38, the stock appears reasonably 
valued and has appeal not only 
for the generous yield on pros- 
pective 1948 dividends but for 
= market appreciation as 
well. 





ments to trackage and equipment 
also are proceeding on a wide- 
spread scale. All of which en- 
hances the prospects of this lead- 
ing supplier of parts to the rail- 
roads. Additionally, numerous 
other industries served by the 
company provide equally substan- 
tial markets. With expanded and 
modernized facilities, American 
Brake Shoe should make further 
sales and earnings progress, pro- 
vided the supply of materials 
proves ample and no work inter- 
ruptions occur. 


Recent price of 37 for the com- 
mon stock compares with a 1947 


Companies With Large 
Capital Resources 





(Continued from page 31) 


point approximating two full 
years’ sales on basis of 1947 vol- 
ume. All considered, the various 
factors we have discussed com- 
bine to strengthen the fundamen- 
tals of Pullman, Inc. stock rather 
impressively, especially as at a 
recent price of 46, a yield of 6.5% 
is obtainable and promises to be 
stable for some time to come. 

The December 31, 1947 balance 
sheet of United States Steel Cor- 
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poration reveals cash assets of 
$526.9 million compared with to- 
tal current liabilities of $416.3 
million, but the former figure 
does not include $181 million Gov- 
ernment securities held in the 
treasury and earmarked for prop- 
erty additions or replacements 
and expenditures arising out of 
war. This ultra-conservative 
method of accounting is probably 
warranted by the temporary 
characteristics of the Federal 
bonds if they were included 
among current assets, but the 
practice is a bit unusual. Despite 
the record operations of Big Steel 
and its sizable expansion pro- 
gram, it looks as if its capital re- 
sources are ample to meet re- 
quirements. 

Another large concern well 
supplied with capital resources is 
United Aircraft Corporation. As 
of December 31, 1947 this con- 
cern showed working capital of 
$90.8 million, cash assets of $46.6 
million and a current ratio of 3.4. 
Inventories of $55.3 million were 
moderate in relation to $208.2 
million of sales, especially in a 
business where turnover is basi- 
cally rather slow. Government 
orders accounted for 69% of last 
year’s volume and of $26 million 
receivables at the year-end, $16.4 
million were of Federal charac- 
ter. In contrast to most of the 
aircraft manufacturers, United 
had a prosperous year in 1947, 
earning $3.20 per share on its 
common stock, and distributing 
an aggregate of $1.25 per share. 
As the company’s financial status 
is so strong and since it started 
1948 with a: backlog of $270 mil- 
lion, its current outlook is bright, 
while a prospective expansion in 
Government orders further en- 
hances its potentials. 

If space permitted we would 
like to discuss all of the concerns 
we selected for our tabulation, for 
their relatively affluent treasury 
positions are interesting to weigh 
in the light of their individual 
problems and opportunities. The 
element of sizable capital re- 
sources, as suggested early in our 
article, is important in practicing 
selectivity under today’s change- 
able conditions. Not every con- 
cern, of course, may be able to 
employ its resources profitably 
while on the other hand, seem- 
ingly large capital resources of 
others may not prove to be so 
large, or at any rate excessive, in 
the light of prospective capital 
needs. In this respect, as in every 
other the need for individual 
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analysis — in each case — is ob- 
vious. 





Italy As Key to Coming 
European Events 





(Continued from page 21) 


The Italians are builders. They 
have repaired most of their high- 
ways and railroads, and their 
ports are in good shape for busi- 
ness. Coal and raw materials are 
becoming more plentiful. The 
level of industrial production 
stands at about 80 to 90 per cent 
of prewar, and in some trades 
such as engineering, rubber, glass 
and staple fiber, has actually ex- 
ceeded prewar by a considerable 
margin. The agricultural situa- 
tion has also improved. There 
was considerable dehoarding last 
autumn when prices started to 
fall. Particularly marked has 
been the decline in the price of 
olive oil, affected by the large 
olive crop. Further expansion of 
agricultural production, practi- 
cally to the prewar level, is ex- 
pected this year. 

The Government’s deflationary 
policy, directed by the very able 
economist, Senator Luigi Einaudi, 
former Governor of the Bank of 
Italy and now Finance Minister, 
somewhat slowed down the pace 
of recovery. Credit restriction has 
been so drastic that many leading 
establishments find it difficult to 
raise money for wages. Many re- 
habilitation projects had to be 
abandoned for want of funds. The 
deflationary measures consisted 
of raising the official bank rate to 
5 per cent, and of forcing com- 
mercial banks to maintain a 40 
per cent reserve in cash with the 
Bank of Italy. 

The main object of the rigorous 
credit restriction was to stabilize 
the lira and to arrest the spiral- 
ing prices to enable the Govern- 
ment to balance its budget. As 
will be seen from the table on the 
deflationary trend in Italy, prices 
have turned downward. Specula- 
tion has been discouraged; in 
fact, stock market prices are at 
present only about one-third of 
what they were last May. The 
lira quotations have also im- 
proved remarkably. The free 
market quotation for the dollar 
was down to about 570 lire in 
February from over 900 lire in 
May 1947. However following the 
Czech crisis the dollar went up 
again to 750-800 lire, and it is 
said that there is a considerable 





flight of capital abroad and into 
commodities. 


Further improvement is de- 
pendent upon the outcome of the 
elections. There is not much sense 
in worrying about the future’ 
prospects if Italy should go com- 
munist. But if Italy does not go 
communist, the important thing 
to watch will be the budget ex- 
peditures and the deficit. Expen- 
ditures for 1947-48, originally es- 
timated at about 832 billion lire, 
have been revised upward to more 
than $1,200 billion lire. The Gov- 
ernment continues to borrow 
heavily, and in the six months 
ending December 1947, the note 
circulation rose (see table) near- 
ly 40 per cent. New cracks are 
opening in the Italian economy, 
and only American help under 
the Marshall Plan will be able 
to plug them. 

Despite the somewhat gloomy 
picture that we have painted of 
today’s Italy, we still feel that the 
odds favor the non-communist 
forces. The chances would of 
course have been much better, 
(1) had the American troops 
stayed in the country, and (2) 
had the economic improvement 
been of longer duration so as to 
affect wider strata of the popula- 
tion. Italy is a tired, disillusioned 
country which would probably not 
even mind its poverty were it 
left alone to live in peace. 


Can civil war be avoided? Can 
Italy be saved for the democratic 
West? Yes, we believe that it can, 
provided that the United States 
sees to it that the communist 
minority is prevented from bully- 
ing the people. This may require 
forgetting all scruples about in- 
fluencing elections, and giving all 
the help that the de Gasperi Gov- 
ernment may need in the way of 
food, money, and political conces- 
sions. The decision of the western 
powers to return the port of 
Trieste is a good example of what 
is needed. Then, if the anti-com- 
munist parties win the United 
States must act quickly and de- 
cisively to protect the new legiti- 
mate government from a commu- 
nist coup. This is not only our 
right, but our duty under the 
Italian peace treaty. 


If civil war in Italy is averted 
and the communist coup prevent- 
ed, a great victory will have been 
won. Our strategic position in the 
Mediterranean and the Middle 
East will be safe. The survival of 
the Western European Alliance 
will be assured and we may look 
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It lumbers through swamps and finds-oil... 





PETROLEUM PROMOTES PROGRESS! 


S FAR AS WE KNOW, thereare only three 
of these monster ‘‘Marsh Buggies.” 


And all of them were designed and built by 
Gulf to help Gulf geologists and geophysicists 
locate oil deposits in swamps. 


Loaded with a crew of technologists, with 
gravimeters, seismographs, and other equip- 
ment (hidden behind wheels in picture at left) 
these “‘Marsh Buggies” pace the swamps, 
looking for oil deposits. 


Their four gigantic rubber tires make it 
possible for the ‘“‘Marsh Buggies” to travel 
through water, marshlands, and almost any 
other kind of terrain. 


Thus, Gulf scientists and researchers are 
able to seek new oil deposits in places where 
no man can walk. 

Through such methods as this, Gulf scien- 
tists are able to increase the value of petro- 
leum products—well aware that there’s a 
“plus” for everyone in petroleum’s progress. 








forward to some relaxation if 
“the cold war.” But economically 
and financially, Italy will continue 
to be a serious problem, the solu- 
tion of which will be slow and 
dependent upon the general im- 
provement of the international 
poltical and economic situation. 
This the American people must 
come to realize. 





Two-Way Squeeze in 
Third Round Wage Battle 





(Continued from page 13) 


wage settlement made. The same 
goes for the tire and rubber com- 
panies which likewise may have 
to content themselves with lower 
profits in view of prospective dif- 
ficulties of passing on any pay 
rises. 

The impact of wage settlements 
already made in a wide range 
of other industries remains to be 
seen; it depends on the kind of 
settlement and the business pros- 
pects ahead. Such individual set- 
tlements have been reported by 
air lines, automotive parts com- 
panies, certain chemical and con- 
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struction firms, lumber concerns, 
utilities and others. Though pay 
increases were mostly small, 
much depends on existing profit 
margins and other cost factors, 
and therefore the probable effect 
is subject to individual analysis 
rather than any generalization 
that might be made from an in- 
dustry standpoint. Needless to 
say, anything that tends to raise 
costs will shrink earnings unless 
offset by higher prices or higher 
worker productivity, but under 
today’s conditions, there are defi- 
nite limits in either direction. 


From the standpoint of cor- 
porate earnings and dividend po- 
tentials, no less than from a broad 
economic viewpoint, the further 
course of the “third round” wage 
battle therefore deserves greatest 
attention. Any enforcement of 
substantial pay rises is bound to 
create new uneasiness and new 
problems in all but a few basic 
industries with strong demand 
prospects. For after all, prices 
are already high, much higher 
than last year; pipelines are bet- 
ter filled, in some instances com- 
pletely filled; and competition is 
much keener. 





Diverse Prospects of 
Merchandise Shares 





(Continued from page 22) 


This estimates makes no allow- 
ance for higher prices—and if 
there is a third round of wage in- 
crease, it may be assumed that 
the general price level will ad- 
vance to some extent. 

Prospects are promising for 
larger personal income this year. 
The impending tax reduction es- 
timated at slightly less than $5 
billion will mean a tidy additional 
sum for wage earners to spend. 
The benefit should be felt about 
the middle of next month when 
payroll deduction are adjusted for 
lower rates and higher exemp- 
tions. Wage increases in union- 
ized trades promise to become ef- 
fective at about the same time. 
Comparatively few settlements 
have been reached thus far, but 
upward adjustments of 10 to 12 
cents an hour, contrasted with 
the 1514 cents an hour pattern of 
1947, appear to be in the making. 
Economists estimate that the na- 
tion’s payrolls probably will be 
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boosted by at least $10 billipns in 
1948 as a result of wage in- 
creases, not taking into consid- 
eration new employees that may 
be hired as a result of accelera- 
tion of the rearmament program. 

Recent developments in the in- 
ternational situation afford an- 
other reason for taking an op- 
timistic view of retail trade. The 
possibility that the armed forces 
may be enlarged, or that trainees 
may be called through selective 
service, suggests that demand for 
textiles may suddenly be en- 
larged. Distributors will hesitate 
to reduce inventories of staple 
apparel so long as there is a 
threat of government priorities 
being invoked to prevent replace- 
ment of merchandise now in 
stock. Consumers probably will 
be less willing to defer purchases 
in anticipation of ‘end-of-season 
sales” when they know there is 
the threat of a shortage as a re- 
sult of military procurement pro- 
grams. The mere hint, for ex- 
ample, that large quantities of 
nylon would be required again 
for parachutes probably would 
spur women to stock up on ho- 
siery, whereas at present they are 
content to purchase a pair or two 
of stockings at a time since they 
know that retail shops are ade- 
quately supplied. 


Durable Goods Sales 


Sales of durable goods were 
stimulated to some extent last 
year by cashing of enlisted men’s 
terminal leave bonds in the last 
four months of 1947. Bonus pay- 
ments in some states this year 
are likely to have a favorable ef- 
fect on some lines of trade, such 
as home furnishings, motor cars, 
radios and other appliances or 
residential building supplies. 
Economists look for national in- 
come to be enlarged to the ex- 
tent of perhaps a billion dollars 
from such abnormal sources, 
swelling the total received from 
wage increases and tax benefits. 
The effect should serve to coun- 
teract any decline in farm in- 
come. 

All signs, therefore, point to 
an expansion in trade. Improve- 
ment is unlikely to be uniform, 
however, for the changes in 
spending habits noted last year 
may be fully as prominent this 
year. Consumption of so-called 
“luxury” items declined last year 
and may account for a smaller 
proportion of national income 
this year. Government statistics 
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on retail trade indicate that dol- 
lar volume of durable goods rose 
approximately 30 per cent last 
year, whereas sales in non-dura- 
ble lines rose only about 12 per 
cent. 

It is difficult to measure the 
variation accurately, of course, 
for price increases were more evi- 
dent in durable goods than in 
other lines. Taking the average 
of retail prices in the Department 
of Commerce tabulations, how- 
ever, it seems that the growth in 
dollar volume in non - durable 
items was somewhat less than av- 
erage price advance. Department 
store sales, for example, in- 
creased only somewhat more than 
7 per cent for the year, contrast- 
ed with an average increase in 
prices of 15 per cent, suggesting 
that in physical volume the turn- 
over in the department store 
classification declined moderately. 


Food Sales 


Food sales were well maintain- 
ed, even allowing for a generally 
higher price level, but restaurant 
business tapered and a smaller 
portion of national income went 
for night club entertainment. Liq- 
uor stores reported a sharp drop 
in sales and the downtrend was 
continuing this year, according 
to scattered surveys. Trade au- 
thorities held the view however, 
that the additional spending 
money to be available from lower 
taxes might stimulate liquor 
sales in coming months. The pos- 
sibility that the distilling indus- 
try again might be called upon to 
curtail production to conserve 
grain for European food require- 
ments or to devote facilities to a 
war effort is another factor that 
may exert a sustaining influence 
or demand for liquor. 

Although statistics indicate 
that the wartime maladjustments 
in allocating national income are 
being corrected, there are some 
indications that buying habits 
may not return to pre-war stand- 
ards. Supermarkets have become 
a more influential factor in food 
merchandising, for example, and 
the position of the small inde- 
pendent grocer has become more 
precarious. Difficulties have been 
encountered by small retailers in 
other lines as well, judged by 
business mortality data. The ratio 
of retail failures has been rising 
and reached a post-war high of 
40 per cent of the total in Feb- 
ruary. This trend may be due 
largely to inexperience of new 





store operators, however, for the 
break-down of statistics discloses 
that in retail trade a large per- 
centage of failures occurred 
among stores opened since the 
war. 


Appraising the Outlook 


In appraising the outlook for 
retail business for the year, ac- 
cordingly, it seems reasonable to 
count on moderate expansion in 
personal income available for 
purchases of necessities as well as 
household goods and a normal 
proportion of luxuries. Competi- 
tion has become keener, however, 
and the average consumer has be- 
come increasingly price con- 
scious. In general, it is probable 
that mark-ups may be smaller 
than in lush war years and mark- 
downs at the end of the season 
for fashion merchandise may be 
larger than has been necessary in 
recent years. Thus although dol- 
lar volume may be relatively high 
again this year, margins may 
more nearly approach pre-war 
standards. At the same time, 
costs are continuing to rise. 
While employee efficiency has im- 
proved, it still falls short of pre- 
war experience. Despite introduc- 
tion of mechanization in large 
stores, costs of merchandise dis- 
tribution are relatively high and 
impose handicaps on profitable 
operations. 

Retailers are aware of these 
problems and are striving for 
economies that will have a favor- 
able effect on earnings when vol- 
ume begins to decline. Profits in 
most branches of retailing suffer- 
ed more last year from cautious 
pricing than from rising wage 
costs, but they still were well 
above anything experienced prior 
to the war. Earnings of mail or- 
der firms and department stores 
seem likely to compare favorably 
with 1947 results in the first half 
at least. It is too early to hazard 
a guess what the last six months 
may bring. Unless unforeseen de- 
velopments distort the picture 
greatly, however, earnings of de- 
partment stores and_ variety 
chains should be reasonably sus- 
tained. 

Groceries, dairies and other 
food distributors face the possi- 
bility of encountering inventory 
losses if foods should decline 
sharply in sympathy with farm 
commodities. With grains and 
livestock ‘showing a steadier un- 
dertone in connection with gov- 
ernment support, it is quite pos- 
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sible that the transition to nor- 
mal marketing conditions may be 
accomplished without the costly 
deflation in farm products ex- 
perienced after the first war. 
Moreover, it is noticed that a 
higher percentage of the family 
budget still is being devoted to 
food regardless of price _ in- 
creases. According to Department 
of Commerce studies, food con- 
sumption has increased some 18 
per cent. 

Sales of wearing apparel and 
household supplies are expected 
to hold closely to the 1947 trend 
unless emphasis on rearmament 
should stimulate demand. There 
may be moderate tapering in 
purchases of major home appli- 
ances. Trade association surveys 
indicate that deferred demand for 
almost all important electrical 
needs for the home has been sat- 
isfied. Interest in television has 
gained momentum and has result- 
ed in substantial gains in this 
division of radio, but sales in 
home sets have fallen behind last 
year’s record. 

Attention has been called pre- 
viously to the growing competi- 
tion in retail trade. This has been 
evidenced by establishment of 
huge supermarkets engaged in 
distributing groceries, meats, 
dairy products, drugs and cos- 
metics as well as a variety of 
packaged staples. Large city de- 
partment stores in recent years 
have intensified their trend to- 
ward suburban branches. The ef- 
fect has been to attract local 
trade from small independents. 

Government statistics indicate 
that about 34 per cent of grocery 
sales last year were handled by 
food chains, compared with 32 
per cent in 1946 and 31 per cent 
in the preceding year. Partly in 
reflection of this encroachment on 
independents, but chiefly because 
of price advances in commodities, 
grocery chain sales rose 34 per 
cent last year to a record peak. 
Major distributors experienced a 
corresponding improvement in 
profits in spite of rising costs. 
The outlook for this year is less 
promising in this respect mainly 
because food prices seem -unlike- 
ly to register advances compara- 
ble with those of 1947. On the 
other hand, serious prite declines 
that might cause inventory losses 
also seem improbable. Economies 
achieved through shifting from 
old-fashioned stores to self serv- 
ice markets are helping to coun- 
teract rising wage costs. Earn- 
ings in the grocery chains should 


APRIL 10, 1948 








Where stainless steel improves your vision 


A high foul — bases full, two men out 
and two strikes on the batter. From 
your seat behind the plate you're eager 
to see the catcher’s every move. And 
you do see—better than ever—at Briggs 
Stadium, Detroit. You hardly know 
the Tigers’ new backstop screen is 
there because the mesh has been made 
wider through the use of strong, rust- 
less ARMCO Stainless Steel. 


Every day some manufacturer is 
finding a new, profitable use for ARMCO 
Stainless. This handsome, durable steel 
is already being used for tarnish-proof 
tableware, gleaming kitchen sinks and 
cooking equipment, lustrous automo- 
bile parts, streamlined trains and 
countless other useful products. In 
whatever form it’s used, stainless adds 


C——) 
BRMCO 
AV 


beauty, sales appeal and long life to 
the product. 

Armco makes more than 60 grades 
of stainless — including special heat- 
resisting grades and ultra-thin strip. 
All are produced by the same skill that 
developed such special-purpose steels 
as ARMCO Galvanized PAINTcRIP with 
its paint-preserving surface ... ARMCO 
ZINcGRIP that gives complete rust pro- 
tection . .. ARMCO ALUMINIZED with 
its high heat-resistance, and others. 

Buyers accept the Armco triangle as 
a guide to special quality in steel. That’s 
why so many look for this familiar 
trademark when they buy. The Ameri- 
can Rolling Mill Company, 269 Curtis 
Street, Middletown, Ohio. Export: The 


Armco International Corporation. 


THE AMERICAN ROLLING MILL COMPANY 


The familiar Armco triangle identifies special-purpose steels that help 


manufacturers make more attractive, more useful, longer-lasting products 





prove satisfactory even though 
smaller than 1947 results. 
Prospects for variety, drug and 
restaurant chains shape up about 
as they did a year ago. These 
groups have returned to normal 
competitive conditions. They have 
experienced none of the benefits 
of deferred demand that contrib- 
uted to sales growth for home 
furnishings distributors last year. 
Hence, business trends are likely 
to follow closely their traditional 
pattern in relation to personal in- 
come. This group scored a gain 
in dollar volume of about 4.2 per 


cent last year and a similar gain 
would be regarded as very satis- 
factory, although improbable, 
this year. It seems unlikely that 
the general level of prices may 
decline appreciably in the near 
future. Hence this restrictive in- 
fluence may not manifest itself in 
sales of variety chains and cause 
a moderate drop in profits. 
Among department stores and 
apparel chains the outlook is 
more reassuring than might be 
thought from the action of store 
stocks. Mark-downs later in the 
season are expected to be no 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 


MARCH 31, 1948 


RESOURCES 


Cash and Due from Banks . . . . 
U. S. Government Obligations. . . 
State and Municipal Securities. . . 
Other Securities . . . . «© «© « 


Loans, Discounts and Bankers’ 
Acceptances . . ». + + «© « « 


Accrued Interest Receivable .. . 
Mortgages . . . » + «© -« 
Customers’ Acceptance Liability . . 
Stock of Federal Reserve Bank .. 
Banking Houses . . . . « « « 
ROMER SSIS O52 iO SE ce 





LIABILITIES 
Deposits. . . . © + © + «© » 
Dividend Payable May 1,1948. . . 
Reserve for Taxes, Interest, etc. 
Other diabilives’« sss se oe 


Acceptances 
Outstanding . 





- $ 19,093,943.26 
Less Amount 
in Portfolio 4,242,732.12 
Reserve for Contingencies . . . . 
Capital Funds: 
Capital Stock. 
Surplus. . . . 
Undivided 
Prous «3s 


- $111,000,000.00 
154,000,000.00 


57,399,074.68 





$1,267,487,348.04 
1,725,308,801.39 
63,240,181.37 
132,390,195.31 


1,405,956,869.27 
10,550,792.77 
13,334,596.44 
13,465,390.71 
7,950,000.00 
30,792,303.59 
5,400,476.63 
$4,675,876,955.52 








$4,295,185,055.57 
2,960,000.00 
7,277,898.31 
15,173,961.10 


14,851,211.14 
18,029,754.72 


Sea T OE 
$4,675,876,955.52 





United States Government and other securities carried at 
$328,794,220.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 





Wn 


EEE 


——— EOE 


anne 


eee ee  sB4 L_ 








46 





greater than usual this year and 
earnings should compare favora- 
bly with those of 1947, when 
mark-downs were unusually se- 
vere because managements felt 


jittery over large inventories. 
Stocks of merchandise are in bet- 
ter shape this spring, quality has 
improved and there is a better 
balance among the several de- 
partments. Absence of excess 
inventories in manufacturers’ 
hands also tends to strengthen the 
price structure all around. 

Skepticism over the general 
business situation and doubts 
that merchandisers could main- 
tain the abnormal wartime earn- 
ings trend account for the low 
price earnings ratios of represen- 
tative store stocks. The accom- 
panying table showing relevant 
statistics on earnings, dividends 
and price performance deserves 
careful scrutiny. It may be seen 
that well known department store 
organizations have fared well in 
spite of buyer resistance and ris- 
ing costs. Stocks of typical stores 
are appraised in the market at 
five to seven times 1947 earnings 
and on a basis to yield as much 
as 10 per cent. Dividend rates 
are high in many instances, as 
compared with pre-war records, 
but earnings would have to de- 
cline sharply—largely as a result 
of serious inventory losses, in all 
probability—before jeopardizing 
dividends. Accordingly, it would 
seem that the market has thor- 
oughly discounted the possibility 
of an adverse sales trend and 
a paring of dividend rates. 

Not enough year-end financial 
statements of merchandisers have 
come to hand to permit formula- 
tion of worthwhile estimates for 
1948. Examination of several re- 
ports, however, suggests that un- 
less sales volume is adversely af- 
fected by unforeseen develop- 
ments, results should compare 
favorably with 1947 earnings. 
Lower profits last year were oc- 
casioned by smaller than normal 
mark-ups in the second quarter, 
judged by statements which dis- 
closed unsatisfactory experience 
in the early summer. Ratios of 
net income to sales were abnor- 
mally low in that quarter. With 
restoration of confidence later in 
the year,,normal margins were 
recovered. 

Sears, Roebuck & Co., one of 
the largest retail organizations, 
reported record volume and a 
moderate improvement in earn- 
ings at $4.56 a share, compared 
with $4.24 in 1946. Even though 
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there should be a decline of as 
much as 10 per cent this year, the 


company still would be able to . 


provide ample coverage for the 
$1.75 dividend paid in the last 
two years. 

Partly as a result of higher div- 
idends from its British subsidi- 
ary, F. W. Woolworth & Co., re- 
ported a small increase in earn- 
ings for the year. McLellan 
Stores showed a drop to $3.62 a 
share from $4 in 1946, but still 
had more than enough to justify 
the $2 dividend payment. 

Marshall Field reported a 
slight decline to $5.10 a share 
from $5.61 in 1946, but here 
again the margin in excess of $2 
dividend requirements was_ so 
large that investors had no rea- 
son for concern over maintenance 
of distributions. Federated De- 
partment Stores reported a small 
decline for the twelve months 
ended November at $4.01 a share, 
compared with $4.34 in the pre- 
ceding year. R. H. Macy & Co., 
in the fiscal year ended August 1, 
showed net for common down 
more than 20%, but coverage for 
the $2.20 dividend was more than 
adequate. 

Stores specializing in home fur- 
nishings, such as Barker Bros., 
with outlets in and around Los 
Angeles, and Sterchi Bros., op- 
erating in the Southeast, regis- 
tered improvement last year and 
seem well situated to continue to 
do better than before the war. 





Answers to Inquiries 





(Continued from page 34) 


with consolidated net income for 
1946 of $3,004,035, equal to $6.04 
per share on the same number of 
common shares then outstanding. 
Net sales for 1947 were $28,- 
684,029, compared with $26,059,- 
296 for the preceding year. At 
the close of 1947, current assets 
amounted to $12,281,745, includ- 
ing $4,084,754 of cash and gov- 
ernment securities, and current 
liabilities were $1,796,540. The 
excess of current assets over cur- 
rent liabilities was $10,485,205. 
This indicated a strong financial 
condition. Dividends in 1947 
amounted to $3.20 per share. 
‘Business was originally estab- 
lished in 1832. Company is en- 
gaged in the manufacture and 
sale of various metal products, 
abrasive products, small tools and 
allied products. Prospects for the 
current year continue favorable. 
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Turs little fellow wasn’t born with a 
silver spoon in his mouth but his 
mother is a stockholder just the same. 


For she’s one of the thousands and 
thousands of mothers — young and 
old —among the 390,000 women 
who are stockholders of the Ameti- 
can ‘Telephone and ‘l'elegraph Com- 
pany. They outnumber the men! 


They are women in all walks of life. 
The majority give their occupation 
as “housewife.” Many others are 
teachers, nurses, stenographers, 
clerks and sales people. 


BE 





Stock Splits in a 
Bear Market 


(Continued from page 15) 
during the past two years offered 
sizable blocks of common and 
preferred stocks, its shareholders 
and employees absorbed practi- 
cally the entire amounts. 

Although it is estimated that 
about 15 million of our citizens 
now own corporate shares, there 
might be twice as many if ade- 
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Tens of thousands of girls and 
women who work for the ‘Telephone 
Companies either own A. 'T. & T. 
stock or are buying it out of wages. 


No other stock is so widely held by 
so many people all over America — 
and there are more stockholders now 
than ever before. ‘he total exceeds 
723,000. 

So you can see that this is a business 
that is owned by the people. It was 
built by the savings of the many, 
rather than the wealth of the few. 
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quate steps were taken to en- 
courage investment in our sound- 
est enterprises. Considering the 
tremendous amounts of new risk 
capital that may be required to 
expand our economy and the ag- 
gregate amount of public savings 
that might be applied, the door 
has at least been opened wider 
to attract it as a result of the new 
plateau of share prices establish- 
ed by stock splits. Managements 
studying their own individual 
(Continued on page 50) 
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DIVIDEND NOTICE 


The Board of Directors 
has declared today the fol- 
lowing dividends: 
$1.25 per share for the second 
quarter of 1948 upon the $5 
Preferred Stock, payable June 
15, 1948 to stockholders of 
record at the close of business 
May 14, 1948. 
$1.00 per share upon the 
Common Stock, payable June 
15, 1948 to ers of 
record at the close of business 
May 14, 1948. 


The Goodyear Tire & Rubber Co. 
By W. D. Shilts, Secretary 
Akron, Ohio, March 29, 1948 
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Find out the proper way b 
referring to the New cake ON LY $1. 
“HOW TO MAKE A WILL SIMPLIFIED” 
by Parnell Callahan, 96 pages—covers the law 
in 48 states, Mail $1.00 today and book will be 
sent postpaid. (Publishers of Law of Marriage 
& Divorce in 48 States. Adoption Law in 48 
States—$1.00 each.) 

OCEANA PUBLICATIONS, Dept. 182 


115 West 42nd Street New York 18, N, Y. 


NATIONAL DISTILLERS 
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CORPORATION 














The Board of Directors has de- 
clared a quarterly dividend of 
50¢ per share on the outstanding 
Common Stock, payable on May 1, 
1948, to stockholders of record on 
April 9, 1948. The transfer books 
will not close. 
THOS. A. CLARK 
Treasurer 





March 25, 1948. 











[2 CROWN CoRK & SEAL 
¥ CoMPANY, INC. 


COMMON DIVIDEND 
The Board of Directors has this day de- 
clared a Dividend of twenty-five cents 
($.25) per share on the New Common 
Stock of Crown Cork & Seal Company, 
Inc., payable May 21, 1948, to the stock- 
holders of record at the close of business 
April 9, 1948. 
The transfer books will not be closed. 
WALTER L. McMANUS, Secretary. 
March 24, 1948. 











Burroughs 


188th CONSECUTIVE CASH DIVIDEND 


A dividend of fifteen cents ($.15) a share 
has been declared upon the stock of BUR- 
ROUGHS ADDING MACHINE COMPANY¥ 
payable June 10, 1948, to shareholders of 
record at the close of business May 1, 


S. F. HALL, Secretary 


Detroit, Michigan, 
March 31, 1948. 
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BOOK REVIEWS 








GERMAN THEORIES OF THE 
CORPORATIVE STATE 
By Ralph H. Bowen 

The establishment, during the past 
twenty years, of anti-democratic re- 
gimes in Italy, in Germany, in Por- 
tugal, Spain and other countries, was 
accompanied in each case by official pro- 
fessions of faith in “corporative” ideas 
and institutions. In Germany, National 
Socialist promises to institute a “corpo- 
rative state” attracted the support of 
many intellectuals, employers, and 
workers. In German Theories of the 
Corporative State, Dr. Bowen traces 
the development of the principal types 
of corporatist doctrine in Germany, in- 
cluding the contributions of the early 
theorists such as Fichte, Hegel, von 
Gerlach and Gierke. 

“Corporatism” is the attempt to solve 
the problem of social conflict through 
self-governing vocational groups com- 
posed of professional or vocational 
workers and employers. Corporative 
ideas and institutions arose as a na- 
tionalist school of thought opposed to 
the libertarianism left in the wake of 
the French Revolution. The principal 
emphasis of this book is on the theories 
developed and propagated after Ger- 
many had become a modern industrial 
nation with sharpening economic, social, 
and political conflicts. Bismark was the 
foremost practitioner of authoritarian 
corporatism oriented strongly towards 
Protestant, traditionalist and national- 
ist groups; Bishop von Ketteler founded 
Catholic corporatism; while cartel 
corporatism arose as the joint creation 
of Walter Rathenau and Richard von 
Moellendorff. 

Dr. Bowen’s study, the first in the 
field, is of interest to leaders of in- 
dustry and labor, economists and socio- 
logists, and all those concerned with 
the development of contemporary 
ideologies. 

Dr. Bowen. was graduated from 
Amherst, magna cum laude, in 1940 re- 
ceiving his M.A. and Ph.D. from Co- 
lumbia University. During the war he 
was with the Department of State as a 
Country specialist engaged in research 
on long range problems of our foreign 
policy. He is now teaching history at 
Columbia University. 
Whittlesey House 


DISCOVERING DESIGN 


By Marion Downer 

Illustrated with photographs and with drawings 
A book on design that will give new 

eyes to many people who have been look- 

ing at, but not seeing the beauty in the 

everyday world. 


$2.75 


Design is everywhere—but not every- 

one can see it. The gift of observation 
that artists are born with must be con- 
sciously cultivated by most people. In 
this book, through photographs of de- 
signs in nature, and through reproduc- 
tions of design in art, Marion Downer 
shows how all man-made design has its 
basis and origin in nature. Geometric 
designs, rhythmic designs, repeated de- 
signs, and many others are explained in 
their simplest natural forms and are 
then shown as artists have used them in 
textiles, pottery, sculpture—in all forms 
of art that have survived through the 
ages. 
_ This book is written so simply, and il- 
lustrated so clearly, that anyone who 
reads it will be left with a greater aware- 
ness of beauty. It is a book for everyone 
—for students who want to use design 
in art, and for those who only want a 
knowledge of design to aid in the greater 
enjoyment of life. 


Lothrop, Lee & Shepard Co. $3.00 


THE CALCULATED RISK 
By Hamilton Fish Armstrong 


Here is a concise, lucid report of ac- 
tual conditions, and a constructive pro- 
gram for action. It is by Hamilton Fish 
Armstrong, the editor of Foreign Af- 
fairs—an expert on international affairs, 
yet a non-political figure with no ax of 
his own to grind. 

The Calculated Risk begins with a 
brilliantly simple analysis of conditions 
in Europe. The whole continent,says Mr. 
Armstrong, “remains debatable ground 
for ideas and ideologies.” Until Europe’s 
people have found ways of living, they 
cannot decide upon ways of life .What is 
Russia doing about this situation? What 
are we doing about it, as a nation and as 
individuals What can we do? And why 
do we think we can win? 

In the second part of his book, Mr. 
Armstrong turns to the United Nations. 
He describes its original purpose, and 
shows how far the stresses among its 
members have diverted it from that aim. 
He believes that our problems can be 
solved through the United Nations—but 
that the organization must be strength- 
ened to cope with its present crisis. If 
the actions of one group of nations ob- 
struct the effectiveness of the world 
forum, we do not need to give up hope. 
The nations who wish to work togethér, 
says Mr. Armstrong, can do so, and go 
forward with a program of their own. 
He suggests such a program, which has 
been praised by Senator Vandenberg, 
the Washington Post, and many others. 


The Macmillan Company 1.50 
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= Provided by THE FORECAST 
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In these dynamic markets when the investment action 
you take is vital to preserving and building capital and 
income ... we suggest that you turn to THE FORECAST 
just as you would consult your lawyer, doctor, architect, 
etc., for professional advice. FORECAST SERVICE will pro- 
vide you with the essentials you need in conducting a 
sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . .. projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 
your independent holdings and | 
to our recommendations. In- 

cluded . . . with graphs... . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead... and 
has gauged the movements of 
1947-1948 with high accuracy. 


Our A 


the past few years; 








2. Definite Advices on Intrin- 





to you of satisfactory 
service is based on... 


‘Our substantial growth in clientele over 


--Our staff and facilities; 
——Our outstanding record . . 
better than the market; 
-Our more than 30 years experience; 
-Our high renewal percentage. Ve want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are programs for: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 
1» ing keynote FORECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
. .. by mail or by wire... on 
securities in which you are in- 
terested ... . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 


. consistently 





A Plus Service . . . These con- 











sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . bonds and preferreds as 


well as 
common stocks. 


sultation privileges alone can be 
worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations .. . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW to receive Our 4-Point Investment Pro 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to May 15, 1948. So we suggest that you 
enroll today using the coupon below. 




















pS SS aS FREE SERVICE TO MAY 15,1948 2 jeer - 
Srecial Offer | oa 
reo er | THE INVESTMENT AND BUSINESS FORECAST | 
| of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
] / | I enclose [J $50 for 6 months’ subscription; [] $75 for a year’s subscription. l 
- — | (Service to start at once but date from May 15, 1948) I 
I SPECIAL MAIL SERVICE ON BULLETINS P peer | 
’ | Air Mail: (1) $1.00 six months; [1] $2.00 Telegraph me collect in anticipation of | 
GB MONERVICE GOO | Bee Balog: OHSS six month nw 
ery: . six montos; . 
SERVICE . | ch §7 00 ak Seat. | 
12 MONTHS’ $75 | Name | 
SERVICE 
| Address | 
Complete service will start at | I 
once but date from May 15. | City State. se aoe | 
ipti ipti } Lt t securities for ow 
Subscriptions to The Forecast | i Prayer one Bo ay Mee Ag acl pay Me Bed Mo A report. | 
are deductible for tax purposes. o. ax axe axe em eee oe oe ce ee ee ee ee ee ee ee oe ics excel cca a san sie eel ake 
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NEW ISSUE 





This is under no circumstances to be construed as an offering of these 
securities for sale, or as an offer to buy, or as a solicitation 
of an offer to buy, any of such securities. The offer 
is made only by means of the Prospectus. 


$20,000,000 
INTERSTATE POWER COMPANY 


First Mortgage Bonds, 33/,% Series, due 1978 
Price 102.72% 


Plus accrued interest from January 1, 1948 to date of delivery. 











Kidder, Peabody & Co. 


555,039 Shares 


|. 
: Common Stock 
(Par Value $3.50 per share) 


Price $7.35 per share 


| 

1 

Copies of the Prospectus may be obtained from such of the several 
underwriters, including the undersigned, as may legally offer these 

Securities in compliance with the securities laws of the respective States. 


Smith, Barney & Co. 
Merrill Lynch, Pierce, Fenner & Beane 
Eastman, Dillon & Co. Lee Higginson Corporation E. H. Rollins & Sons 





























WHAT ABOUT THESE 
STOCKS? 


Allied Stores Corp. Lib-Owens-Ford 
Am. Radiator 
Am. Telephone 
Am. Tobacco Co. 
Blaw ey 33 Co, 
Chrysler Corp. 
Cities Service Co. Penn. R.R. Co. 
Com. Edison Co. Pepsi-Cola Co. 
Cons. Nat. Gas Union Pac. R.R. Co, 
Detroit Edison United Air Lines 
Firestone T & R Western Union 
General Motors Youngstown S & T 


Babson’s opinion on these widely 
held stocks may save you losses. 
Simply check those you own, or 
list 7 others you own, and mail this 
adtous. We will tell you if clients 
have been advised to Hold or 
Switch them. 
No cost or obligation. 
Write Dept. 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
AAAI) 





COLUMBIA 
GAS & ELECTRIC 
==] CORPORATION 


The Board of Directors has declared this day 
the following regular quarterly dividend: 











Common Stock 
No. 53, 15¢ per share 
payable on May 15, 1948, to holders of 
record at close of business April 20, 1948. 
Dace VARKER 
March 23, 1948 Secretary 
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| Incorporated 

| Stone & Webster Securities Corporation White, Weld & Co. 
| March 25, 1948. 
Aan 








LEE RUBBER & TIRE 
CORPORATION 


FACTORIES 
YOUNGSTOWN e CONSHOHOCKEN 
DIVISIONS 

REPUBLIC RUBBER 


© INDUSTRIAL RUBBER PRODUCTS 


Youngstown, Ohio 
LEE TIRE & RUBBER COMPANY 
OF NEW YORK, INC. 
Conshohocken, Pa. 
LEE DELUXE TIRES AND TUBES 


The Board of Directors has this day 
declared the regular quarterly divi- 
dend of 50c per share on the 
outstanding capital stock of the 
Corporation, payable May 1, 
1948, to stockholders of record at 
the close of business April 15, 
1948. Books will not be closed. 


A. S. POUCHOT 
Treasurer 





March 25, 1948 











JOHN MORRELL & CO. 
DIVIDEND NO. 75 

A dividend of Thirty- 
Seven and One- Half 
Cents ($0.375) per share 
on the capital stock of 
John Morrell & Co. will 
be paid April. 30th, 1948, to stockhold- 
ers of record April 10, 1948, as shown 
on the books of the Company. 

Ottumwa, Iowa. George A. Morrell, Vice Pres. & Treas. 














problems have undoubtedly been 
forward looking in their policies 
in this respect, but the very wide- 
spread trend of late to follow suit 
by most of our outstanding cor- 
porations, has built up a situation 
filled with good implications. 

On the appended table we list 
a number of sound concerns that 
have announced or proposed split- 
ups in fairly recent months. With 
the usual adherence to timing and 
selectivity, some of our readers 
may discover opportunities in 
this group to round out their 
portfolios with stocks in 100 
share lots, where not long ago the 
factors of high price and restrict- 
ed funds would have caused dif- 
ficulties. A good many conserva- 
tive investors as well as specula- 
tors averse to dealing in odd lots 
may now find plenty of the best 
quality shares within their means. 


As I See It 


(Continued from page 5) 

From ERP financing alone, 
some Latin American countries 
will benefit to an estimated extent 
of $1.7 billion during the first year 
of ERP operation, but others will 
not. It is for the latter’s benefit, 
that a $500 million credit has been 
proposed. Furtherfore, expanding 








‘mobilization plans of the U. S., to- 


gether with increased stock piling 
of strategic raw materials, should 
mean more dollars for Latin 
American countries. More dollars 
means the ability to purchase 
needed capital equipment in this 
country. Altogether, there will be 
substantial new flow of dollars to 
Latin America, which at least will 
help stabilize conditions and per- 
mit revival of a steadier flow of 
trade with this country. 

But our capacity is not unlimi- 
ted, and the American taxpayer 
cannot carry the burden of recov- 
ery in every part of the world at 
once. Thus Latin American hopes 
of a multi-billion Inter-American 
Bank to finance their development 
projects must necessarily be dis- 
appointed at this time, and to 
mend any cracks in Hemisphere re- 
lations such disappointment may 
cause, a top-flight American dele- 
gation has gone to Bogota. 





Market in Decisive Phase 





Since early November, we have 
been advising 50% liquidity. At 
this particular stage, would not 
recommend commitment of more 
than half of existing cash reserves 
which would leave you 75% in- 
vested.—Monday, April 5. 


THE MAGAZINE OF WALL STREET 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET - 


New York 





Including Domestic and Foreign Branches But Not Inclu 


Condensed Statement of Condition as of March 31, 1948 


ding The Affiliated City Bank Farmers Trust Company 











ASSETS 
Cash and Due from Banks..................  $1,289,461,435 
Gold Abroad Or in Eransit. occ ccccccccs sews 15,551,346 
United States Government Obligations (Direct 
or Fully Guaranteed). se ey 1,846,680,036 
Obligations of Other Federal Agencies ESE Ver ree 22,274,298 
State and Municipal Securities.............. 248,241,489 
Other Securities. : ae 77,668,206 
Loans, Discounts, and Bankers’ Accavtences.. 1,275,144,519 
Real Estate Loans and Securities............ 2,803,644 
Customers’ Liability for Acceptances. 27,555,294 
Stock in Federal Reserve Bank. 7,200,000 
Ownership of International Bendis Concre 
tion. EC APE Toe Meee OPC ta ee ne 7,000,000 
Stk Pieniees. . ge Ce ROE ee 28,310,012 
Oeiner Ageete... ........ 2,490,341 
JG) Co) eR ee $4,850,380,620 
LIABILITIES 
Deposits..... .. $4,507,009,250 
( Includes U. S. “War Loan Deposit $38, 448 698) 
Liability on Acceptances and Bills... $38,867,644 
Less: Own Acceptances in Port- 

Se 29,096,566 
Items in Transit with Branches............ 9,054,304 
Reserves for: 

Unearned Discount and Other Unearned 

Income. ; 5,212,057 
Interest, — Other heen Bapenees, ee, 25,672,636 
BNET GN 68 8 whe cots, Oy NG ae es ere oe . 2,325,000 

Capital. . .$ 77,500,000 

Surplus; ..... 162,500,000 
Undivided Profits. . 32,010,807 272,010,807 
DONE | a TT ae ee $4,850,380,620 


Figures of Foreign Branches are as of March 25, 1948. 


$274,726,280 of United States Government Obligations and $2,822,350 of 
other assets are deposited to secure $229,907,678 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


(In Dollars Only— Cents Omitted ) 








DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 


W. RANDOLPH BURGESS 
Chairman of the Executive 
Committee 


HOWARD C. SHEPERD 
President 


SOSTHENES BEHN 


Chairman and President, Inter- 


national Telephone and 
Telegraph Corporation 


CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 


GUY CARY 
Shearman & Sterling & Wright 
EDWARD A. DEEDS 
Chairman of the Board, The 


National Cash Register 
Company 


CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 


A. P. GIANNINI 
Founder-Chairman, Bank 
of America National Trust 
and Savings Association 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


JAMES R. HOBBINS 


President, Anaconda Copper 
Mining Company 


AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 


ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 

GERARD SWOPE 


Honorary President, General 
Electric Company 


REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 
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Yesterday - Today - Tomorrow 


at The Glenn L. Martin Company 





Q.E.D.! Efficiency of the Martin 2-0-2 airliner 
is proven. In service on toreign and domestic 
airlines, the 2-0-2 has been so successful rhat 
one airline already has placed additional orders 

















Six-Jet Job! Powered by six jet engines, pio- 
neering the new tandem-type landing gear, 
the USAF's big Martin XB-48 1s among the 
most advanced experimental bombers. Martin 
has been building outstanding military planes 
since 1913. 





Me CAE. tena co, 
MORE OLY Om, 
oo. 


Diversification! Marvinol, plastics raw mate- 
rial, is in production at the new Martin Chem- 
icals Division plant. Other Martin-developed 
products are being manufactured under license 
by other companies 


oe 


... the United States must be 
strong. Above all, it must be 
strong in the air.’’ Thomas K. 
Finletter, Chairman, The President’ s 
Air Policy Commission. ‘“We must 
have Air Power that is supreme.”’ 
Congressional Aviation Policy Board. 
Write to the United States Gov- 
ernment Printing Office for copies 
of these vital reports. 








Job Stability! As anticipated, Martin employ- 
ment has been maintained at approximately 
10,500 since the summer of 1947. Martin rec- 
reational programs, pension plan, group in- 
surance, contribute to good employee relations. 
Wholly-owned Martin plant contains 1035 
acres, 2,725,000 sq. ft. floor space... most 
modern airport and seaplane facilities. 





4 in 2! Four engines are housed in two na- 
celles on the Martin Mercator patrol bomber 
Two engines are conventional, giving long 
range . . . two are jets, switched on for bursts 
of speed. Martin stavs ahead in design! 





Seagoing Slugger! Navy's Martin Mauler, car- 
rier-based dive-torpedo bomber, is now in pro- 
duction. Martin is also building the PBM-5A, 
world’s largest amphibian. Martin has been 
building planes for the Navy since 1920, is 
now in its 40th vear of continuous Operation. 


@ 





AIRCRAFT 


ae 
Builders of ‘Dependable \Val Aircraft Since 1909 


Transition year 1947 brought reduced military 
orders, airline financial difficulties, reflected in 
Martin Company's net loss of $19,181,526 for 
the year. Entering 1948, unfilled orders totaled 
$105,167,439. Since the Company's Annual Re- 
port was printed, checks totaling $18,294,296, 


representing the initial payment on Federal in- 
come taxes recovered under tax carry-back 
provisions, have been received. This permitted 
reduction of the Company's outstanding loans 
from the RFC from $26,775,000 to approxi- 
mately $11,500,000. 


Hits the Top! Being built by Martin, the Navy's 
Neptune-type rockets are designed to reach 
heights of 235 miles . . . higher than any pre- 
vious man-made object. Other equally start- 
ling military projects are also under develor 
ment. 





Tomorrow's Progress starts here, where devel- 
opments with sound business possibilities are 
perfected ... and that’s good news because 
Better products, greater progress are made by Martin 


AN INTERNATIONAL INSTITUTION 
MANUFACTURERS OF: Marvinol resins(Mar- 
tin Chemicals Division) ® Martin 2-0-2 air- 
liners © Advanced military aircraft ® 
Aerial gun turrets. DEVELOPERS OF: Rotary 
wing aircraft (Martin Rotawings Division) * 
Mareng fuel tanks (licensed to U.S. Rubber 
Co.) © Honeycomb construction materic! 
(licensed to U. S. Plywood Corp.) * Strcto- 
vision aerial re-broadcasting (in conjunction 
with Westinghouse Electric Corp.) LEADERS 
IN RESEARCH to guard the peace and build 
better living in far-reaching fields. 










































































... for today and years to come. Magnavox is furniture of authentic styling as well as the 


finest radio-phonograph achieved by the science of sound reproduction. Into it go 


materials of proved quality . . . about it lingers the distinctive charm of superb cabinetmaking. 


Compare Magnavox. See and hear it in America’s finest stores. 
The Magnavox Company, Fort Wayne 4, Indiana. 
Illustrated: THE GEORGIAN: 


A collector's piece of authentic 18th century design, 


exemplifying perfect taste in fine mahogany or walnut. 
jing fan 





qqanavox 


RADIO PHONOGRAPH 


Lhe Yymlol of Qualily tn Tad 


— dence 1945 





ytic Capacitors iilustravox Sound Slidefilm Equipment 
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